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THE COST OF CARING FOR THE CHRONICALLY 
ILL: THE CASE FOR INSURANCE 



FRIDAY, SEPTEMBER 21, 1984 

U.S. Senate, 
Special Committee on Aging, 

Washington, DC. 

The committee met pursuant to notice, at 9:10 a.m., in room 
6628, Dirksen Senate Office Building, Hon. John Heinz, chairman, 
presiding. 

Present: Senators Heinz, Warner, Glenn, Burdick, and Johnston. 

Also present: John C. Rother, staff director and chief counsel; 
Stephen R. McConnell, deputy staff director; Diane Lifsey, minority 
staff director; Tricia Neuman, professional staff member; Isabelle 
Claxton, communications director; Roberta Lipsman, minority pro- 
fessional staff member; Robin L. Kropf, chief clerk; Paula Dietz, 
Kate Latta, and Leslie Malone, staff assistants; and Gene Cum- 
mings, priming assistant. 

OPENING STATEMENT BY SENATOR JOHN HEINZ, CHAIRMAN, 

PRESIDING 

Chairman Heinz. Good morning. The committee will come to 
order. . 

We are here to investigate what may prove to be the single 
greatest threat to life savings of the American middle class, 
namely, the cost of long-term care. Long-term care, by which I 
mean the full range of services needed to support the chronically 
ill and disabled, has been of great concern to our committee since 
its inception 25 years ago. 

Over the past quarter of a century, the committee has learned a 
great deal about long-term care. First, we have learned that many 
of its now in the prime of our lives will need long-term care—if we 
live long enough. Based on what we know today, one in every four 
persons age Ho and older, and three in every five persons age 85 
and older need long-term care; and yet, most of us still tend to be- 
lieve. "It won't happen to me." 

Weil, today, we will hear that it will happen to millions of us. 
When it does, our entire life savings, our independence, and our 
dignitv mav be severely jeopardized. 

Second, the committee has learned that our American health 
aire system is woefully ill-prepared to provide professional care to 
the long-term care population. There is a critical shortage of social 
workers, nurses, dentists, and doctors with geriatric experience and 
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training. This shortage will only become more severe with the pre- 
dictable growth of the frail elderly population. 

Earlier this week, I introduced the Geriatric Manpower Act of 
1S)H4 to initiate a comprehensive, 5-year program of support for the 
geriatric education and training of health professionals. My bill 
would nearly triple the present level of commitment to manpower 
development in aging. 

Third, we have learned that many of the people who need profes- 
sional care are unable to pay for it. While most get by with the 
help of family and friends, others are less fortunate. Long-term 
care services are expensive. Insurance coverage is virtually unob- 
tainable. Many older people and their families are forced to deplete 
their hard-earned savings in a very short time, to pay for needed 
care. 

Out-of-pocket costs for long-term care services can be exorbitant. 
In Pennsylvania, for example, just 1 year in a nursing home for a 
private paying patient costs between $15,000 to $50,000. One-third 
o all patients nationwide who try to pay for their own nursing 
home care become eligible for Medicaid within just 1 year of nurs- 
ing home admission. That means that, within a year, economically 
independent middle-income people spend down to a point where 
they have less than about $1,K00 left to their name. Too often, the 
spouse of a person who needs nursing home care must decide either 
to spend every cent to pay their bills, or try to protect some assets. 
For many, this literally means a choice between poverty and di- 
vorce. That is a terrible decision for a couple to make after a life- 
time together. 

The cost of care at home or in the community varies, but also 
rends to be expensive. As you can see from chart 1, the more dis- 
abled you are, the more it will cost you to pay for your own care. 
Mildly disabled persons spend about $1,000 each year for care; the 
severely disabled spend over $5,000 each year for care. That is a 
considerable price to pay on top of other fixed living expenses. 
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CHART 1 

L 1RLY OUT-OF-POCKET EXPENDITURES 
FOR HOME CARE 
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(liven that almost HO percent of older families have an after tax 
per capita income of less than $10,000— and that includes their in- 
kind benefits and their annuitized savings— it is easy to see how 
middle class families can spend their entire life savings for long- 
term care in only a short period of time. 

Despite the evident need for better coverage, it is virtually im- 
possible for even the most prudent people to protect themselves 
against this risk. Insurance that adequately covers long-term care 
costs is simply not on the market. Private insurance policies gener- 
ally cover very little nursing home care and even less community- 
bused can*. Medicare coverage is restricted to short-term acute and 
postacute care. While the Medicaid Program does provide for long- 
term care, it does so only for very poor people. Many older Ameri- 
cans find themselves caught between a rock and a hard place™ 
they have just enough income to disqualify themselves for Medic- 
aid! but neither the money nor the insurance to cover their long- 
term care bills. 

America is the land of plenty, and when it comes to surance, 
b\ and lar^e. it is a land of abundance. Our Nation's middle class 
can inMire their cars against theft or damage, their houses against 
flood, fire, and earthquake*, their children against the costs of col - 
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letre and braces, and their families against the risk of an early 
death But when it comes to insuring against the single greatest 
threat to their life savings and emotional reserves-the costs of 
lonn-term care— Americans have no protection. In many ways, it is 
as if we are all wearing bulletproof vests-with holes over our 
hearts. We are missing protection where we need it most. 

And what about tomorrow? This need for insurance will become 
ever greater. Today, the fastest growing segment of our population, 
persons age KT, and older, happens to be the group most likely to 
need long-term care. Within a decade this group will »ncludean- 
other 1 5 million persons, and yet another million by the year 2000. 
As you can see from chart 2, the number of persons expected to 
need nursing home and community-based care will grow dramati- 
cally. Who is going to provide their care, and who is going to pay 
for it? 
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These an- *ome of the issues that we are here to discuss today. 
Kaeh .if our witnesses has been asked to consider the merits of a 
imblii-private initiative on long-term care insurance or, as I would 
prefer it to be called, independent living insurance. I look forward 
tci our witnesses and hearing their testimony. 

Wore I call on our first witnesses, I want to call on the commit- 
tee?, ranking minority member, Senator John Glenn. 
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STATKMKNT BY SKNATOR JOHN GLENN 

Senator Glenn. Thank you "ery much, Mr. Chairman. 

Today s hearing covers an i uportant issue which the members of 
the Senate Special Committee on Aging are struggling to resolve, 
and that is the financing of care for those in our society who are 
chronically ill 

Although a small percentage of the population under age b5 suf- 
fers from long-term disabilities, the need for care increases dra- 
matically with age. In 1980, there were 2.6 million elderly 85 years 
of age or older, of whom 62 percent required long-term care serv- 
ices. With the number of this very vulnerable population expected 
to reach 5.1 million by the year 2000, just 16 years from now, we 
cannot afford to delay responding to the challenge of providing ap- 
propriate care. 

The current cost of long-term care cannot be measured precisely. 
We do know that in 1!>H3, approximately $110 billion was spent on 
nursing home care. Additional funds paid for a variety of noninsti- 
tutional services, including home health care, day treatment serv- 
ices, respite care, transportation, and meals. Various Federal ahd 
State programs cover these services for some individuals. But many 
services are paid for privately. Out-of-pocket costs for home care 
services currently range from $1,000 to $5,300 a year, as our chart 
shows. 

In lUM, Medicaid paid about 50 percent of the bill f or nursing 
home care. Medicares contribution was minimal, with Medicare 
only paying about 2 percent of total nursing home expenditures for 
those over f>f>. And although most older people have medi-gap in- 
surance, only a small percentage of the costs for long-term care 
was paid by these private policies. Patients and their families paid 
for a full 41 percent of the costs for nursing home care. 

('overage for less expensive, noninstitutional services is even less 
prevalent. In many States, Medicaid offers a variety of community 
and home-based programs for people with very low incomes. But 
for the vast majority of the elderly, neither private nor public in- 
surance offers the financing necessary for long-term, noninstitu- 
tional care. 

For those who really have not gone into some of these programs 
in depth, they always say, "Well, why don't the families take care 
of i hem' 1 Whv don't the sons and daughters take care of those who 
are having problems?" Well, I think we have developed in our soci- 
ety to where 20 percent of us move from one domicile to another 
each year. I think the last figures I saw were that 13 percent of our 
people move across State lines. We are now having extended fami- 
lies all over the country where we are no longer in the same com- 
munity, growing up and staying in the same community and 
taking those responsibilities that previously were assumed by the 
families. I think that is where a national responsibility comes in, 
and it is the reason I have supported all these programs. 

During today's hearings, we will have the opportunity to learn 
first-hand about the gaps in our cu.rent insurance programs. I 
want to thank the witnesses who have joined us today. We appreci- 
ate their willingness to share with us the difficulties they have 
overcome to secure services for themselves, their relatives, or 
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others in their communities. We must use this opportunity to 
better understand the limitations set by Medicare, the shortcom- 
ings found in private insurance, and the biases created by a long- 
term care system which emphasizes institutional care. 

This last point, the emphasizing of institutional care in a long- 
term system, is particularly important. When the Medicare Pro- 
gram was implemented, it was not intended to provide coverage for 
long-term, chronic illness, and it certainly was not intended to pro- 
vide home care. The Medicaid Program adhered lo this bias, and 
home health services were not a mandatory service under the origi- 
nal Medicaid Program. Only after the law was amended were 
States required to offer home health if they also provided Medicaid 
coverage for nursing home care. The home health coverage that 
has resulted remains very restrictive. Private insurance coverage of 
home health care is even more elusive. Only a few policies include 
coverage, and it is often restricted to the care provided by a private 
registered nurse. 

We will be hearing from many distinguished witnesses today, 
and I thank each of you for your participation. I am particularly 
pleased to welcome Betsy Houchen from the Columbus Home 
Health Services. Her agency cares for over 6,000 patients per year, 
and the services they provide are paid for through Medicare and 
Medicaid, State and local assistance, private insurance, and family 
and charitable contributions I live in that community and know of 
her work there first-hand. Her experiences will illustrate more 
clearly the limitations of current coverage and the need for inclu- 
sion of home-care benefits in any future long-term care insurance 
program. 

I believe we will conclude this hearing with a better understand- 
ing of the issues involved in financing long-term care, and I look 
forward to hearing today's testimony. 

Thank you, Mr. Chairman. 

Chairman Heinz Thank you, Senator Glenn. 

I would like to call on Senator Warner new, if he has any open- 
ing statement. 

Senator Warner. I think we shoulH proceed with the witnesses, 
Mr. Chairman, thank you. 

Chairman Hkinz Before hearing from our witnesses, I want to 
insert into the record, without objeciion, the statements of Sena- 
tors Lawton Chiles and Larry Pressler, who unfortunately cannot 
be with use today because of prior commitments. 

[The statements of Senators Chiles and Pressler follow:] 

Sl ATKMKNT *>F SKNATOH LAWTON Cftll.KS 

The Senate ( nmmittee on Aging began taking a long hard look at long-term can* 
u«*^ several yrjir* ago As a matter of fact, 1 recall chairing a series of hearings 

beginning m !!'?? The intent was to produce a reenrd that would clearly show: 
■!• TJi.il the numhe.* of elderly in need of long-term care would grow so rapidly 

•luring the next lew decades that the demand would rapidly outstrip any kind of 

r.ife available 

■J Thai the ro<t%. of an over reliance on nursing home care could not In* support- 
ed hv the elder! v. their f ami lie**, or by the government 

• Th.it there wen vera I alternatives worthy of Kederal support, and 

t- That vw had iH'Her get cracking or we would soen find ourselves ui an explo- 
sive situation 
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Since thru, there has Imh-h some progress in developing alternatives— but I cant 
May that it has gone a« fur an I hoped it would by now. 
We expanded the Medicare home health program. 

We started a number of demonstrations to put different medical and social sup- 
port services together in one program so we could try to meet the needs in an effi- 
cient and less costly manner, t 

We changed Medicaid to allows States to develop broad based programs of com- 
munity care to help meet the rising demand. 

All of these changes represent real progress— and they have to continue. 

But I have been disturbed by the administration's sir vness— and in some cases 
refusal -to grant Medicare and Medicaid waivers for community care programs. 

I have an even stronger sense of urgency now than ' did a few years ago about 
the long-term care crunch. During this same time period, our budget problem has 
also gotten worse. It is very difficult now to talk about new Federal programs to 
help meet mushrooming long-term care needs. It is also true that we cant ignore 
the situation. One way or the other, long term care needs will have to be met. The 
question i:; who is going to pay. 

The Federal Government never has paid for long-term care for most elderly 
people in need. Not until they are very poor- when they become eligible for Medic- 
aid. And then we pay about one-half of the cost, and the States have to deal with 

Even so. manv elderly whu enter nursing homes eventually do become poor 
enough to get some Medicaid help. Almost one-third who enter nursing homes as 
private-pay patients become eligible for Medicaid within 1 year. 

So even* if we don't commit a lot of new resources to finance long-term care, we 
still will have a growing Medicaid bill just for nursing home care. It will be $f»0 

billion by VMM . . , 

There'will always be a Federal role. And we will continue to seek ways to shape 
and change our Federal health programs to meet the chronic care needs of the el- 
derly and others . 

This hearing will begin to explore one of* the more recent developments in tha 
area of financing long-term care. The concept of broader private health insurance 
coverage for long-term care is still young, but it is time to take a look at its possi- 
bilities. At the very least -if there is a way that a younger generation might have a 
better opportunity to plan ahead and purchase some protection against financial 
ruin from a long 'term chronic illness- we need to begin exploring the issues now. 

Stafkmknt ok Senator Larry Prksslkr 

Mr Chairman. I would like to thank you for bringing together this morning's 
hearing It [< m«»M important for Members of this Congress to look at the question of 
the cost ut raring for the chronically ill. t t 

It i* startling to lenrn that in the coming year, an estimated o* h million Ameri- 
cans age ti: > and »ver will need long-term care. This means that one out of every 
♦our senior citizens m this country will face the staggering financial risk that the 
need tor such care brings about 

|i .inlortunate that many fieople have mistaken ideas about the avenues they 

in put-ue in pa\ing (««r -uch care Medicare was designed to cover short-term acute 
.owl t'o-i acute care not long term can Nursng home care is only covered for 100 
,1 1\- |'he lir-i J" davs are completely covered, and for the remaining W) days there 
i* a ■! ui\ o.p.iwner i which is currently per day. Medicare therefore covers 

i.— :* .ui J peui-nt nf ihe total national nursing home expenditures 

I ... , ; t . ,t ♦.\,. r \ three older Americans do purchase medical insurance policies, 
,. .. . ,. | IM :i. it- .ire designed oiil\ to supplement Medicare's coverage It therefore 

r„ ...... th.- ie- jMio-ihilit\ n\ i he Medicaid program to he the primary source of 

r-incl- li.r :«»ni:teirn cue As elected i ep resent at l\es, it is our obligation to 
•-v.ilua'e pa\ merit opiums a\.ul.ihle tn Us 

I ;. .>K »»ru.tnl to the te-titnonv of the fine v Musses \*e have with us today. I hey 

,r. V- !p a- N-pMh-ihiN ansvier the ipiestmn .n do \se pa\ lor the long-term cure 
•I: 0 •••••• '»ur 'l t»««tr NuiffH .in** will need* 

Chairman Mkin/. I arn very pleased that we do have such a dis- 
tinguished list of witnesses. Our first two witnesses an* both Penn- 
-ylvaniarn juM coincidence. We are delighted that Klla Thomas 
and Marv Ki'nslow are here; also, another panelist, Ron Ha«en. 
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Mrs. Thomas, would you be willing to be our first witness, 
please? 
Mrs. Thomas. Yes, sir. 

Chairman Heinz. We want to welcome you to the committee, and 
I want to thank you for coming all the way down here from Phila- 
delphia; we are most appreciative. 

STATEMENT OF ELLA THOMAS, ACCOMPANIED BY BRENDA 
RASCHER, SOCIAL WORKER, PHILADELPHIA, PA 

Mrs. Thomas. Thank you. 

My name is Ella Thomas. I would like to read mv statement to 
this committee myself, but because of poor eyesight, that is not 
easy for me to do. Therefore, I have asked Brenda, my social 
worker, to read my statement for me. But first, I would like to say 
a few things to you myself. 

My husband and I ha*, always been able to take care of ourselves 
and our son, Raymond, who is mentally retarded. We never had to 
ask for any help from anyone. But when I had my stroke 3 years 
ago, everything changed. It all happened so fast that we did not 
know what to do. 

We jumped at the first thing we found, so I could stav at home. 
We spent all of our life savings in 3 years, about $66,000, When I 
think of all that money, I get so upset. It is awful. 

I was told to go to a nursing home, but I do not want to go to a 
nursing home. I want to stay home with my son, in our home. Now 
that my husband is dead, I am responsible for my son, I have to 
care for him. 

I know some people say thac I cannot do anything for myself, but 
I can. The most important thing is that I can make my own deci- 
sions* and think for myself. 

I want you to know that my being here proves how important 
this is to me, for this is basically the first time I have been out of 
my house in nearly 3 years. 

Thank you. 

Chairman Heinz. Mrs. Thomas, thank you. You have been house- 
bound for Ji years, and for you to make the effort to come down 
here is extraordinary. To me, it shows how much you really mean 
it when you say you want to continue to make your own decisions, 
that you want to continue to be proud and independent, and try as 
best you can to make your own life and take care of your family 
responsibilities. 

I understand that Ms. Rascher is going to read the rest of your 
statement; is that correct? 
Mrs. Thomas. Yes. 

Chairman 1 1 kink. Ms. Rascher, would you please proceed? 
Ms. Raschkk [reading]: 

Prior to 1UM. both my husband and I were in very good health. We had always 
worked and saved all of our lives while we cared for our handicapped son. My hus- 
hand retired as a leather wuker when he turned 65. and I retired 2 years later 
from my job at a movie theater Alontf with our son, we had planned to use our 
Hnvirup* to on trips and to fix up our house. We had also planned to set aside 
-mil' money for our son's care after we were tfone 

We wen* domtf every t hi nu we wanted until October Itf, HWi, when I had a stroke, 
and all nl our plans were forced to change. I spent the next t> months in and out of 
lour different hospitals and rehabilitation centers. Despite the therapy 1 received. I 
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wtw unable to totally rwrowr and required a lot of care. I wan discharged to go home 
and to be cared for by my husband, who was then 78 years old. My husband did 
everything around vhe house and helped m> son and I with all of our care. Howev- 
er, the demands on him were too great .... * * 

After 1 month, he had a stroke. While he was in the hospital, my nieces cared for 
me, but they worked fv.lltime and had responsibilities to their families, too. In an 
attempt to get more help, we contacted an agency advertised in a locul newspaper 
that offeied is4-hour assistance with personal care and household tasks. It was the 
first thing we found. . 

Using the combination of our sivings and our monthly income, we paid approxi- 
mately $458 per week for 24-hour homemaker services. We continued this service 
after my husband returned home for, although he recovered to the point where he 
could care for himself independently, he was unable to assist with my care. 

While the homemaker service provided for my personal care and meals, two of my 
nieces did all of the money management, shopping, errands, and household mainte- 
nance. We never changed it, because we were afraid to lose the help, and we did not 
know any other way to do it. 

As a result* we spent our entire savings along with most of our monthly income in 
just 3 years. The l*-year bill totals $66,000. If I had known how to do things differ- 
ently, I would never have spent all of my money that way. !t is overwhelming to me 
to think of how I wasted mv life's savings. Yet, the only alternative I was given was 
to ko into a nursing home. No one ever informed me of any other way. 

I do not want to go into a nursing home. My main reason is my son, Raymond. 
My husband and I had always cared for him, and now that my husband is dead, the 
responsibility is mine. I just wish I had known how to use my money differently, so 
my son and I would still have some of it left. ... 

I would like to thank this Senate Committee for the opportunity to tell my story, 
and I hope that others may benefit from what happened to me. 

Chairman Heinz. Mrs. Thomas, your story touches the hearts of 
everybody on this committee and everybody who hears it, and I 
have some questions for you and Ms. Rascher that I will direct in a 
moment. Before doing that, I want to ask our next two witnesses to 
make their statements, and then I will return to you. 

Ms. Kinslow, you are a member of the board of directors of Chil- 
dren of Aging Parents, in Levittown, PA. 

Ms. Kinplow. That is right. 

Chairnr.un Heinz. We welcome you, we thank t ■ for what you 
are doing, and we are especially appreciative of y* coming down 
here to testify before our committee. 

Piease proceed. 

STATEMENT OF MARY KINSLOW, FOUNDING MEMBER, 
CHILDREN OF AGING PARENTS, LEVITTOWN. PA 

Ms. Kinslow. Thank you very much, Senator Heinz, I would like 
to thank you and the committee for the opportunity to speak to 
you todav on the problems and concerns of family caregivers. 

I am here on behalf of an organization called Children of Aging 
Parents, or ('APS. for short. CAPS is a nonprofit, self-help peer 
group organization, dedicated to serving the needs of family care- 
givers who. like myself, are struggling to provide the needed care 
to their aging parents. 

( APS began very informally 7 years ago. Three women from 
Le\ittown, PA met* in a neighbors living room to talk about how 
thev could care for their elderly parents and to get some idea of 
th*'' services available in their community. Shortly after their first 
meeting, one of the ladies sent a letter to "Dear Abby" which de- 
s iihed the informal CAPS meeting and the problems of being a 
t mily caregiver. 
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Senator, the response to that letter was astonishing and over- 
whelming. I never dreamed that there would be so many other 
children in this country wi*h our same problems. And when I say 
"children," I mean adults in their fifties and sixties who are them- 
selves looking forward to retirement and who are looking forward 
to spending more time with their own children and grandchildren. 

Today, there are over 10,000 members of CAPS, and the number 
is growing larger every day. 

I brought with me today just a fow of the letters I have received 
from family caregivers, describing their frustration and heartache. 
I would be happy to share them with the committee. 

Their stories are not unique, nor are they unusual. I can tell you 
about many, many other family caregivers who are experiencing 
the same pain and frustration in caring for their chronically ill 
parents. As a social worker in a nursing home, I have seen the 
tired and confused look of sons and daughters who no longer recog- 
nize their once active, vital parents. These children are not pre- 
pared to care for the needs of their aged parents. They are not pre- 
pared for the tremendous financial drain cn their lives. And they 
are not prepared for the emotional and physical strain that they 
alone will face in caring for their aging parents. 

Senator Heinz, I have seen families separate because of these 
burdens. I have seen the anger and pain on the faces of teenage 
children because their chronically ill grandmother or grandfather 
is living with them, and their home has changed so drastically. I 
have seen the hate, guilt, and anger exchanged between parent and 
child where there was once love, admiration, and respect. 

These are not hateful people, Senator. They are proud and loving 
families who do not understand the drastic changes in their lives 
and who are noi prepared to cope with the overwhelming responsi- 
bility of caring for their parents. 

Most family caregivers simply cannot afford to ptovide the kind 
of long-term care that their parents require. I was very fortunate 
that, given my financial resources, my background in social work, 
and the nature of my mother's handicap, I was able to establish an 
adult da> care cer'er connected to my own home, where I can pro- 
vide the kind of care my mother requires. 

But the majoiity of family caregivers have very few options. 
There is very little reason for hope. Most of the lamiHes I have 
counseled do not want what they call welfare. These are proud 
people who want to find their own way, and they often do— but at 
a tremendous emotional and financial cost to their own lives. 

A daughter who was caring for her father — he had suffered a 
stroke years ago— told me how much she loved her Dad. |4 I know 
it is a chore." she said, "but when he smiles, it makes things 
right." She told me she pays $12 an hour for a home health aide so 
that she can go out on a date And she said, "At those prices, he 
darn well be a good date/' With a tear in her eye, she told me she 
guessed she would never get married. 

Phase do not get the* wrong idea, Senator Heinz. We are not 
asking for your pity. No, we are just crying out for some help, for a 
better way to help family caregivers as we struggle to care for our 
mothers and fathers. Family caregivers are trying to do the best 
they can. but the burden is just too great for most. 
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I do not want to Ik> a burden to my son. I know the fears and 
frustrations that I have felt in caring for my own mother, and I do 
not want that for my son. I love him too much But, Senator, if I 
could prepare for the future, if I could prepare for the care that I 
will need someday, and spare my son this agony, there is no doubt 
that I would. 

Please, Senator Heinz, we need your help desperately. 

Thank you. I would be glad to answer any questions you might 

have. , ...it. t • 

Chairman Heinz. Ms. Kinslow, thank you. I will nave, as I imag- 
ine the members of the committee will have, numerous questions 
for you. What you are doing is unusual. You have the ability, as 
you say, to be a little bit more fortunate in taking care of your 
parent and having established your own adult day care center. I 
would like to ask you, when the time comes, about people who are 
a lot less fortunate than you, whom you know, and with whom you 
have some personal experience. 

Before I do that, I want to call on the last member of this panel, 
Ron llagen, the coordinator of the insurance division for the Amer- 
ican Association for Retired Persons. 
Mr. Hagen? 

HTATKMKNT OF RON IIAGKN. WASHINGTON, DC, COORDINATOR. 
I SSI' RANCH DIVISION, AMERICAN ASSOCIATION OF RKTIRKI) 
PKHSONS 

Mr. Hagkn. Thank you, Mr. Chairman and members of the com- 
mittee. I am indeed pleased to be here thi3 morning to discuss a 
subject with you of great and continuing importance to our associa- 
tion and the many millions of members of our association, the de- 
livery and financing of long-term care services for the chronically 

1 Our association has frequently testified before this committee 
and elsewhere, that the lack of a comprehensive long-term care 
...vstem that encompasses medical, social, and personal care services 
provided in a variety of community, home-based, and institutional 
settings is the greatest deficiency in our present health care deliv- 
ery svstem. Indeed, our growing aged population, increasing life ex- 
pectancy, increased instance of chronic disease and illness and 
changing family patterns, there is greater pressure than ever to 
•search out private financing mechanisms to meet the very substan- 
tial and rapidly escalating costs associated with the delivery of 
long-term aire services. 

ThN vear alone, estimates are that the elderly will spend ap- 
pro\imate|\ per capita on nursing home care, of which $450, 

..r almost ."ij percent, will be spent out-of-poeket._This is more than 
double what was spent by the same group in 1 !»77. 

I.ongterm care insurance is being increasingly mentioned and is 
pl.eurui an important role in financing such services, yet I must 
tell' vou up front that the promise that meaningful, private long- 
term tare insurance holds at this point is still just that— a promise. 
The interest and optimism surrounding the prospect of developing 
trul\ meaningful long-term care insurance appears to he well 
ahead ol tlie insurance industry's current ability or inclination to 
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develop Kueh coverages which provide realistic and predictable ben- 
efits at a reasonable cost. 

To state the obvious, it is in part because of the success of Medi- 
care and private health insurance that people are L/ing longer and 
in turn are subject to higher frequencies of chronic illness and dis- 
ease, thus generating the need for more extensive long-term care 
services and a great deal of interest in private long-term care in- 
surance. 

To put this subject in perspective, I would like to share with you 
the results of research our association commissioned earlier this 
year. There are many avenues for private sector involvement in 
long-term care. For our association, private insurance meets some 
of the costs associated with long-term care, but is but one of these 
avenues. 

As part of a process our association has undertaken to better un- 
derstand our members' needs and preferences, concerning the con- 
tinuum of long-term care services and the financing of these serv- 
ices, we commissioned the Gallup organization late in 1983 to do a 
survey of our membership. We were interested in the feasibility of 
the association developing its own insurance program to cover long- 
term care, but we also wanted to get a handle on the perceived 
needs of our membership for private insurance, our members' utili- 
zation currently of long-term nursing home and home health care 
services, as well as their expectations and attitudes about nursing 
home and home health care services. 

The major findings of our survey were as follows. There was an 
overwhelming preference for home care versus nursing home care. 
There were relatively low utilization of nursing home as well as 
home health care services. There was widespread concern among 
our members about not having enough money to pay for extended 
nursing home and home health care services. There was great con- 
fusion—and I would emphasize, great confusion— about what Medi- 
care and private insurance pays for and what they do not pay for. 
There was significant interest in learning more about long-term 
care insurance, and there were very unrealistic expectations about 
the price of nursing home insurance. 

We also found two groups that resulted from this survey that 
were very much interested in the area of long-term care insurance. 
One term we will term the "indirectly aware group" and was about 
11 percent of the respondents and were individuals who had, either 
through a relative or a friend, some direct experience with an indi- 
vidual who had been in an institution for an extended period of 
time and had considerable costs associated with that. The other 
group among our membership that was most interested in private 
long-term care insurance was the younger segment of our member- 
ship, tin* under-lif) portion. 

We also found that many of our members in preferring home 
health care to nursing home care, felt that it would be very diffi- 
cult to find a place in a nursing home that provides satisfactory 
care 

Somewhat surprisingly, though, over one-quarter of all of our 
members who responded to this survey believed that they would, in 
fact, need to he in a nursing home for more than a month at some 
point during their lifetime. 
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But most troubling »f all and for which we have a chart at the 
side of the room— there was a very clear indication, as you can see 
from chart 3, that most of the inoividuals, 79 percent in all, felt 
that Medicare would pay for some portion of their expenses. There 
was also a feeling that private savings and private insurance, both 
group and individual, would pay for a significant portion of the ex- 
penses i ssociated with long-term care. This reflects a great deal of 
misinformation and misunderstanding as to what Medicare and 
private health insurance currently pay for relative to long-term 
care. It suggests, in fact, that the respondents to our survey are 
either unaware that they lack long-term care coverage, or else they 
do not perceive it as a deficiency. 

CHART 3 

HOW WOULD YOU FINANCE A NURSING HOME STAY? 



Percent 



Medicare 


79 


Earnings/Savings 


53 


Private Insurance 


50 


Medicaid 


17 


Children 


10 


Relatives 


2 


Other 


9 


Don't Know 


1 



Total: 221% 



•f »cH*d* 100% duo mumpio wpoAm 
Sou'ce AAflp-Gai'up long-!*"* co*e Survoy 
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Undeniably, many risks exist in developing private insurance for 
long-term care. Hand-in-hand with this, however, goes the need to 
better educate and inform the public about such insurance cover- 
age and more particularly, the limitations of our public and private 
insurance programs. 

Older Americans today face a myriad of choices and conflicting 
claims in the private health insurance marketplace. Coverages are 
widely misunderstood, and purchasing decisions frequently made 
with totally inadequate information, it is important, therefore, that 
in developing long-term care insurance, we work with state and 
Federal regulators to require adequate disclosure through such 
mechanisms as outlines of coverage and buyers' guides, similar to 
those currently required in the sale of medi-gap insurance. 

But again, private long-term care insurance is not the answer. 
Other forms of equity conversion and private financing must also 
be explored. This could include such approaches as reverse annuity 
mortgages, sale- leaseback arrangements, or even IRA's for long- 
term care. 

In seriously approaching this subject, we must all realize that in 
essence, what we are proposing here is a cost shift of sorts where, 
instead of the general population through the Medicaid Program 
meeting a substantial part of the long-term care costs associated 
with this age group, we are saying that older Americans them- 
selves will be asked to pool their resources and in essence spread 
the risk by meeting a significant portion of these expenses through 
some kind of private insurance or equity conversion scheme. 

To conclude, then, many of our members have clearly indicated 
to us a need and a desire for some form of long-term care insur- 
ance. In contrast to the recently released HIAA task force report 
on Long-Term Care Insurance, which states that, "As long as Med- 
icaid exists in its present form, there would be no demand for pri- 
vate long-term care insurance," the AARP Gallup survey shows 
that the vast majority of elderly persons do not view Medicaid as 
an acceptable alternative. Medicaid is seen at best as an insurer of 
last resort, to be avoided if at all possible. Our survey also clearly 
indicated that improvements in our public insurance programs and 
cooperative public-private sector initiatives in educating and in- 
forming the elderly about long-term care are of great importance. 
Innovntivt* regulatory philosophies are also essential if the private 
M-ctor is going to successfully meet a greater proportion of the in- 
creasingly substantial costs associated with long-term care. 

In sinn. private insurance has an important role to play, but re- 
.iliMirally. it is not ou>* salvation— merely a piece of t lie long-term 
• Mi"' financing puzzle 

Thank you. Senator. I appreciate being here today. 

Senator Uvaxy.. Thank you very much* Mr. Hagen. Your pre- 
jmpmI Mntrini'Nt will be inserted into the record at this time. 

The prepaivd -tatement of Mr. Hagen follows:) 

PRM'AKKI) S'lATKMKSI OK HuN HAOKN 

I ir ; . j-!iMM-iJ t.» h.i\ *• thi^ I'pporf unity to disrupt* with you today the problems in- 
: « •*•■?•' :!. i-\p.inclmi£ private m>uraniv covenure for Umu-term fare services From 
'h»- <-i«l»-r!> point o| view, the lack ot a comprehensive lohtf-term fare system that 
otup.i-M-. inrdit ul. Minul. and personal care services provided m a variety of com- 
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munity, home based, and institutional settings, is the greatest deficiency in the 
present health care delivery system. Moreover, for all the demographic reasons you 
have heard time and time again: A growing aged population, increasing life expect- 
ancy, chronic disease as the dominant pattern of illness in the United States, and 
changing family patterns; long-term care insurance appears to have an important 
role in financing necessary services. The optimism surrounding the prospect of pri- 
vate long-term care insurance appears to be many steps ahead of the industry's cur- 
rent ability to develop an insurance policy that provides realistic and reliable bene- 
fits at a reasonable cost. So I must tell you up front that the promise of private 
long-term care insurance is, at this point, still just that— a promise. Having said 
that, it is useful for us to understand the obstacles to establishing such coverage so 
that we can address them and hopefully foster the development of meaningful long- 
term care insurance coverages. 

Before taking up what I see as the mqjor problems hampering the developments 
coverage, it is important to remind ourselves that long-term care insurance will 
never be the solution to financing long-term care services. It is but one of many ini- 
tiatives that must be undertaken to address long-term care needs of our people. To 
better define the range of initiatives I am suggesting, permit me to state AARP's 
policies regarding public and private sector roles in long-term carer 

1 1 1 A long-term care program must be developed which provides a complete con- 
tinuum nf care and creates in the process a network of community-based centers 
tint would f unction as providers, payors, certifiers, and evaluators of services. 

i2i Because family members now provide approximately 80 percent of the elderly's 
long-term care services, it is important to recognize family members as caregivers 
and to sustain not supplant— family care activities. 

AARP strongly supports the Medicaid waiver provisions approved as a portion 
of the H*xl Omnibus Reconciliation Act which allows States utilizing this waiver to 
provide a wider range of community and home based services such as personal care 
services, adult day care, and respite services in lieu of nursing home care. 

t -f j AARP supports the use and expansion of the ACTION Senior Companion Pro- 
gram which provide* low-income older people with the opportunity to support and 
assist their peers who. without the aid of a Senior Companion, would probably be 
institutionalized. 

i.'n AARP believes that a comprehensive prenursing home admission screening 
and assessment program for potential nursing home residents should be developed. 

• fii AARP urges greater research into the social HMO iSHMO) concept in which a 
single provider entity assumes the responsibility for acute inpatient, ambulatory, re- 
habilitative, extended care, home health, and personal care services under a pro- 
spectively determined fixed budget; and 

■7' AARP urges private sector involvement in the area of long-term care, for total 
reliance on either sector to solve the crises that exist in providing and financing 
chronic, long-term care services cannot be successful. 

There are many avenues for private sector involvement in long-term care; private 
insurance assisting with the costs of long-term care is one of these avenues. In an 
••Hart to understand our members' needs and preferences concerning insurance for 
long term nursing home and home health services, AARP commissioned a survey by 
fhffiallup organization in 1!M 

The survey revealed that the vast majority of individuals, when asked who will 
pay for their long-term care, indicated that Medicare would be the primary payor, 
with private savings and private insurance (both group and individual) being sec- 
ondary sources This reflects a great deal of misinformation and misunderstanding 
a.- tu what Medicare and private insurance currently pay for relative to long-term 



\lmoM hall IT |>ercenp of the respondents stated that they would Ik* interested 
in learning more about insurance that covers long-term nursing home stays This 
iritt-i i><t wa-* especially high among the under-*!.") respondents and among those re- 
•*fiondenN who have recent 1\ had friends or relatives in nursing homes; this latter 
grmjp we ve termed tin- "indirectly aware Respondents who were interested in 
le.trrun:: mure about extended nursing home coverage, however, had widely varying 
»-\pei t.iti«»n*» aNuit price Most ol tho.se surveyed had no idea about how much they 
w»t»' willing to pav 

Che interesi of our membership influenced AARP to explore the possibility of of* 
it-rint: .i U*t\£ term rare m>urarice product as part ofuur group health insurance pro- 
gram AARP and insurance industry consultants have worked extensively during 
the |M>t y»\ir to develop a long-term care insurance policy that will cover intermedi- 
ate and • iModial rare, as well as meaningful home care benefits 
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There are very real problems in the development of the policy itself. For example, 
research is undoubtedly needed focusing on such areas as market demand, risk 
analysis, marketing, distribution, and mechanisms for limiting open-ended liability. 
Also, criteria need to be develop to distinguish between SNF, ICF, ICF/MR, and cus- 
todial care. The almost total absence of reliable data on induced as well as planned 
utilisation and claim cost experience is a major obstacle to pricing long-term care 
overage. 

There are many questions that must be addressed when developing long-term care 
insurance: How should a program limit adverse selection? Should there be "open 
enrollment," and if not, what restrictions should apply to underwriting this cover- 
age? Should long-term care insurance be on an indemnity, as opposed to expense- 
incurred basis? For example, paying for institutional or home care at a rate per day 
of confinement, rather than as the basis of expenses incurred? Another important 
question is whether long-term care insurance should be part of a general life or an* 
nuity product, or whether it is preferable that it be stand-along coverage. Could a 
conversion option be built into a life insurance product providing a long-term care 
insurance option at some crossover point? 

How should premium pricing be established in the absence of adequate price, cost 
and utilization information? State regulations on reserves needed to pay claims 
must also be addressed. It is likely that a newly developed long-term care policy will 
initially have relatively low loss ratios. But, given the volatility of such a product 
and the lack of adequate information on which to base pricing decisions, long-term 
claim payouts will likely represent a relatively higher percentage of premiums paid. 
Yet this is unpredictable at best, and only as loss ratios and experience is acquired 
will we know the wisdom of previous pricing and reserve decisions. Therefore, man- 
dating minimum loss ratios for such a product would be unwise; indeed, preferential 
tax treatment of reserves may be necessary during the developmental stage of long- 
term care insurance coverage. The issue of taxation of reserves is important because 
interest income on reserves accumulated in the early years of such a policy will un- 
doubtedly be necessary to pay claims in the latter years, as the loss ratio on long- 
term care coverage matures. 

In designing a long-term care product, it should be acknowledged that the finan- 
cial structure of a long-term care policy is very similar to a moderate amount of 
individual whole life insurance. However, State and Federal regulating authorities 
will likely not require that cash values be awarded to terminating individuals. Out 
(if concern for equity, a long-term care policy should consider providing cash values 
in the* event the long-term care benefit is not "fully" used. This would avoid the 
problem of someone's paying $40 to $">() per month for 10 or 15 y >ars without receiv- 
ing any benefit at all. The policy should state that a percentage of the premium 
would he returned to a designated beneficiary in the event of the death of the pol- 
icyholder during a specified period Such a benefit, however, would increase the 
amount of the premium. 

Another area of concern in designing private long-term care insurance is mandat- 
ed benefit legislation. Several State legislatures now have before them such legisla- 
t tun aimed at forcing insurers to offer such coverage. By mandating that certain 
iM'nrflts must be available for example, intermediate or custodial nursing home 
r.tre. the State is running the risk of pricing those most in need of the coverage "out 
of the market place." Thus, legislation such as that introduced in New Jersey or 
Kentucky is in our view counterproductive, because it would force most, if not all, 
companies out of the long-term care insurance market and stifle innovative "risk 
takers" otherwise willing to write this coverage. Other problems with mandated 
fn'nelit legislation include' il» The absence of an informed, consuming public able to 
if raw distinctions among long-term care policies or between real long-term care in- 
Mjram e and other, more limited and commonplace coverages; f2> little in the wav of 
protection tor the consumer against insurance fraud, particularly overinsurance and 
duplicative coverage, and 'a*' possible stifling of innovative service delivery/insur- 
.tore mechaniMn* as social health maintenance organizations (SHMO's). 

In addition t»> con-tderations of the type of benefits that should be provided in 
in h a pohev, there jire certain underwriting considerations that must be taken into 
.iii mint part of niir association'^ group health insurance program, efforts are un* 
deru.i\ ti> develop -aich a product In lh\< regard, we have had to accept sone rather 
inpalataMe. >et necessary restrictions. First, open enrollment, community rated. <»x- 
pt-iw incurred lung-term care coverage is unredintie * We will probably need to un- 

• An inilrmnitt h» nrfit providing inflation protection seems more realistic 
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d*»rwnte such coverage via a short-form "medical" questionnaire. For the first time 
we would be rejecting some of our members who wanted to participate in our asso- 
ciation's group health insurance program. 

Further, the very substantial risk involved in insuring this age group against 
chronic conditions must be addressed. Adverse selection must be limited. Therefore, 
it is likely that any policy we were to offer would at first require elimination peri* 
ods. deductibles, preexisting conditions exclusions, and perhaps a more narrowly de- 
fined benefit package than we would otherwise like. 

Also, while we are intent upon making home health care an integral part of our 
policy, defining thin noninstitutional benefit without further inducing demand for 
the service is truly a "wild card." With such little data upon which to base pricing 
decisions, adding the uncertainty of of meaningful home care coverage significantly 
complicates developing an affordable, attractive, and marketable plan for our mem- 
bers. 

As yoa can see, many risks exist in the private insurance area. There is an unde- 
niable need for data and research. Systematic as well as joint public/private sector 
efforts must be initiated to collect cost, price, and utilization data. Length of stay 
information as well as data on diagnoses, discharge history, level of care, and "limi- 
tations-in-activitiesof-daily-living" are other areas that must be fully defined in 
order to assess risk and the insurability of the continuum of long-term care services. 

Notwithstanding the technical difficulties of underwriting long-term care cover- 
age, there is also the need to educate the public about such an insurance policy, and 
more particularly, the limitations of group and individual long-term care coverage. 

Today, older Americans face a myriad of choices and conflicting claims in the pri- 
vate health insurance marketplace. Coverages are widely misunderstood and pur- 
chasing decisions frequently made with wholly inadequate information. Whether it 
is a medigap policy, a nursing home indemnity plan for skilled nursing care, or a 
major medical plan, many older Americans buy policies that purport to fill Medi- 
care's or their group instance "gaps.' 1 It is essential in developing long-term care 
insurance, therefore, to require complete disclosure through a specific outline of cov- 
erage stating what is and what is not covered by the policy. Policy limitations, ex- 
clusions, and definitions must fully address the maximum benefit duration, deducti- 
ble period, the amount of benefits, limitations on benefits, and whether the benefits 
apply to skilled, intermediate, or custodial nursing home care. 

Legislation similar to the "Baucus Amendment, 1 ' requiring that policies adver- 
tised and sold us Medicare supplement plans meet certain minimum standards is 
needed for long-term care policies to protect potential buyers. Moreover, it is essen- 
tial that all State insurance departments police the marketing of private long-term 
care insurance (and medigap insurance policies) to prevent abusive practices, 
frauds, and misrepresentation. It is particularly important that State regulators 
make every effort to assure policy comparability without specifically mandating 
benefits. Since the vast majority of policies restrict coverage to skilled care in a 
nursing home, the fact that custodial or personal care is not a benefit should be 
clearly and directly stated to avoid agent or direct mail offers implying otherwise. 
Much like "medi gap" policies, the sale of long-term care insurance needs to be ex- 
amined and claim payment practices carefully monitored to prevent the elderly 
from purchasing unnecessary policies. 

Should the private insurance marketplace truly develop meaningful long-term 
care insurance options, it will also be the collective responsibility of public service 
organizations, like AARP who work closely with State regulators to help consumers 
make informed decisions 

In conclusion, as citrd in the results of the AARP/Gallup long-term care research 
-amev. the rldi-rl) both need and desire some form of long-term care insurance. In 
rtiniru>i *<> recently released HIAA task force report. "Ixmg-Term Care Insurance" 
Mating that "as li.n^ as Medicaid existed in its present form, there would be no 
demand t«>r private long-term care insurance/' the AARP/Gnllup survey shows that 
the va.ii majority of elderly persons do not view Medicaid as an acceptable alterna- 
nt f.»r rtHM-tmg their long term care needs Medicaid is seen by most elderly as the 
'miurrr «»1 Lut re.iorl." to be avoided if at aT Doss i bit* 

Aijaiii. it muM lw remembered that private insurance is only part of the answer 
to nur long term can* financing dilemma Improvements in our public insurance 
pn«ciarr;-, and cooperative private public sector i litiatives in educating and inform- 
ing peopl- about lonuterm care are of equal, if rot greater importance Innovative 
r«'tfu! tt«av philitNiiphiei are : ilst> essential if Mieh equity conversion schemes as re- 
imiuit mortgages. *a!e iea.ie hack a.\\:ngernents. and IRA's for long-term 
» an- .tie w *K In iuiii. private insurance ha> an important role to play hut realise 
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tically, it is not our salvation but merely one piece of the long-term care financing 
puzzle. 

Chairman Heinz. Thank you very much, Mr. Hagen. 

Mrs. Thomas, let me ask you, did you or your husband ever 
think that what has happened to you— in terms of depleting your 
savings and not having any help when you confronted an unexpect- 
ed illness— did you ever think that what eventually happened to 
you would happen to you? 

Mrs. Thomas. No, sir. 

Chairman Heinz. You had no idea that things would happen like 

this. 

Mrs. Thomas. No. That is right. 

Chairman Heinz. Now, you mentioned, I think that you are cov- 
ered by Medicare and Blue Cross insurance. 
Mrs. Thomas. Yes, Senator. 

Chairman Heinz. And you have obviously had very heavy ex- 
penses, $titi,OO0 worth in the last 3 years. 
Mrs. Thomas. Yes. 

Chairman Heinz. Did Medicare cover any ox your costs? 
Mrs. Thomas. No, sir. 

Chairman Heinz. Did Blue Cross cover any of your costs? 
Mrs. Thomas. No, sir. 
Chairman Heinz. None at all? 
Mrs. Thomas. None at all. 

Chairman Heinz. Are you eligible for Medicaid, since you have 
spent so much of your money? 
Mrs. Thomas. No, sir. 

Chairman Heinz. And that is because your Social Security is, 
what, about $0,000 a year? 

Mrs. Thomas. No, sir. Between my son and I, my boy at home, I 
gel about $1,000 a year; I get $500 for me, and :.~out $40C for Ray- 
mond for 1 whole year. 

Ms. Kaschkr. That is for 1 month. 

Mrs. Thomas. Per month. That is right, that is right. I am sorry. 
Chairman Hkinz. As you mentioned, you make your own deci- 
sions. 

Mrs. Thomas. Yes. 

Chairman Hkinx. You mentioned that you would not want to 
consider entering a nursing home. 
Mrs. Thomas. No, Senator. 
Chairman Hkinx. Why is that? 

Mrs Thomas. Well, I have responsibilities to my son And I may 
nut haw many more days on this Earth, but / want to impend them 
with him. 

Chairman Hkinx. That is your son, Raymond? 

Mrs. Thomas. That is my son, Raymond, who is retarded. 

Chairman Hkinx Is he able to help you around the hou^e at all? 

Mr-. Thomas. Well, he puts the garbage out, and he locks the 
door, and he does little things like that, but he cannot do anything 
heavy. 

Chairman Hkinx. But he does help you. 

Mrs. Thomas Yes, he does. 

Chairman Hkinx. And do you help Raymond? 
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Mrs. Thomas. Yes, sir. I am responsible for him. I make his deci- 
sions—when he goes to the center, which he does about three times 
a week, I make sure he is neatly dressed; I instruct him to do 
things right for me. 

Chairman Heinz. Let me ask Brenda one or two questions. 

Brenda, in her testimony, Mrs. Thomas said that her husband 
was with her for about 2 years after her stroke. Did he provide any 
of Mrs. Thomas' care? 

Ms. Rascher. He was unable to provide actual hands-on personal 
care. He was able to still help manage the money, do little things 
around the house, but they had to have a homemaker in order to 
do the actual care. 

Chairman Heinz. In your experience, is that a fairly usual situa- 
tion? 

Ms. Rascher. Yes, very much so. A husband or a wife gets to the 
point where they cannot physically do it, but have no intention of 
separating. 

Chairman Heinz. Couldyou explain to the committee why Med- 
icaid would pay for Mrs. Thomas nursing home care, even though 
she has chosen not to seek nursing home care, but it will not pay 
for her home-based care, care in the community? 

Ms. Rascher. OK. It will not pay for the home-based care be- 
cause of the fact that her income is too high. She gets about $500 
per month in Social Security. That automatically excludes her 
from eligibility for medical assistance. However, if she were to go 
into a nursing home, they would subtract her $500 from the 
amount of the nursing home, and t^en the medical assistance 
would be the supplement, would pay for the remainder of the 
amount. And her house would then have a lien put on it, so when 
it was sold, the money would go toward the nursing heme care. 

Chairman Heinz. And the net result of that is thai she could go 
to a nursing home, which would be costly for her, something she 
does not want to do— and it would be costly in part to the taxpay- 
t rs, because it is financed by the Federal and State governments; it 
cvould obviously take her Social Security and her independence, 
and clearly, she does not want to lose that. On the other hand, 
Medicare will not pay a much lower cost, namely, that of communi- 
ty-based home care services, so that she does not have to make that 
choice, and the taxpayers do not have to be hit with that additional 
bill. 

Ms. Rascher. Yes sir; as well as the fact that the State would 
then become responsible for her son, who she can now keep home. 
Chairman i!v«nx Would you say Mrs. Thomas' case is unusual? 
Ms Kascmkk. No, it is not. 

Chairman Hkinz. Mrs. Thomas, 1 am afraid th *re are many 
people like you who have the same kinds of terrible choices, and 
you have done us a great favor in explaining those choices to us in 
a way I do not think we are going to forget. 

I might i. lent ion for the benefit of the committee that Mrs. 
Thomas is indeed a bit more fortunate than most people in her 
ease because we have a Channelling Demonstration Project in 
Philadelphia, which I think is why Brenda Rascher is indeed avail- 
able to ass .st her. That is only a demonstration project. It does not 
exist in most other parts of the country. And so we might ask our- 
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selves the question, if Mrs. Thomas has had very terrible choices to 
make with that help, what is it like for everybody else who do not 
have that help? 

Mrs. Thomas. You see, Senator, Catholic Charities advised us to 
go to this. We did not know about them at the time, and we could 
have saved ourselves a lot of money if wc had known about this at 
first. 

Chairman Hkinz. My time for questioning has expired. We are 
running on a 5-minute rule today, John. I want to yield to my col- 
league, Senator Glenn. 

Senator Glenn. Thank you, Mr. Chairman. 

I would like to ask Ms, Rascher, how much of this is due to 
people not having information available to them? As Mrs. Thomas 
has said, she did not know some of these other things were avail- 
able. Is information flow part of the major problem, or is it just flat 
funding once you get the information? 

Ms. Raschek. Yes, Senator, I think it is very much a major prob- 
lem. Most of the people like Mrs. Thomas have, as she said, taken 
care of themselves all their lives and never needed to look to an 
agency, and have been very afraid, in fact, to go to an agency for 
help, because it seems like they are now no longer capable. 

If she had at least had someone who would sit down with her 
and her husband and budget, and make out a plan in which they 
would not have had to spend that much money— just given infor- 
mation about what else is out there, 

Senator Glenn. In your experience, the people who come in to 
help, people that Mrs. Thomas testified thev spent so much money 
on through the years, the people they read about in an ad in the 
paper— is it a legitimate and good function these people are per- 
forming, or is this a scalping operation that preys on those who are 
already in deep trouble? 

Ms. Raschkk. It is both legitimate and a potential preying on 
someone who is already in trouble. The services that she got are 
very much needed. She would not have been able to stay home 
without those services. If she had had someone to work with her 
and plan a little better, she would not have used 24-hour services, 
because there were other resources, family, and her finances to 
work it differently. However, there was no one to tell her that. 

Senator Gi.knn. Do you get involved in an outreach program to 
help pec; !e like this in your work, or do you just respond when 
there is a final call for help, when all else has failed? 

Ms Rascmkr. We would like to get them before all else has 
lailed. because then we have more to work with. If we had gotten 
Mrs. Thomas 2 or :{ years ago, it would have beer much different, 
very much different. 

Senator (Ji.knnl Thank you. 

Ms. Kinslow, you say you have set up an adult day care program. 
Ms. KiNSi.nw. Yes. sir 

Senator (Ji.knn. And could you tell us more about this? Are you 
licensed*' Do vou have to have a license to do this? Do you receive 
any Government funds? How many people attend? What is the suc- 
cess rate of this? 

Can you tell us a little more about your experience? 
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Ms. Kinslow. My adult day care center is licensed. It was pri- 
marily set up to care for those seniors who cannot adequately care 
for themselves. 

Senator Glenn. Do they have to be licensed? 

Ms. Kinslow. So many people have applied for licenses, that ap- 
parently, they have not been able to get them at this time. And 
because the need is so great, they have opened facilities without li- 
censes. 

Senator Glenn. Go ahead. I am sorry to interrupt you. 

Ms. Kinslow. There are two forms of adult day care. There is 
social dav care and there is medical day care. Partial coverage can 
be found under Medicare for medical day care, if notations are 
such that they are benefiting from attending a medical day care 
center. A social day care center, at this time, there is very little 
funding for this. It is more of a maintaining of social skills, mental 
skills and faculties that they now have. It is of proven success to 
the caregiver and to the elderly person. It is a wonderful, innova- 
tive way to really care for the elderly today. 

Senator Glenn. Do the people coming to the center pay anything 
to vou for this, or is this all by other funding? 

Ms. Kinslow. Yes, they do. Prices do vary. My prices are $2.50 
an hour for my full-time guests, which is phenomenal in this day 
and age. Other agencies and centers charge as high as $15 to $18 
an hour. 

Senator Glenn. How many people do you handle at the center? 

Ms. Kinslow. I have a total enrollment of 22 people. We have 
full-time people who attend 5 days a week; we have people who 
attend H days a week, and some only in the afternoon, depending 
on their physical condition. 

Senator Glenn. Mr. Hagen, in your survey were you able to do 
any cross-tabulations in relation to the 25 percent of the people 
who felt they would need some nursing home care and how it 
would be financed? 

Mr. Hagkn. We are in the process of gathering that information 
now. 

Senator Glenn. We would appreciate it if you could give us that 
information when it is completed. 
Did most of the respondents feel Medicare would pay? 
Mr. Hackn. Yes; I think the most startling finding, but maybe 
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of the costs 



not surprising at the same time, is that most, 79 
thought that Medicare would pay for some, if not al , 
associated with chronic care conditions, institutional home care, as 
well. 

Interestingly, also, though, only about 10 percent of the same 
group of people we talked to thought that their adult children 
would be in a position of paying, nor would they ask them to pay 
for that care. 

Senator Glenn. I noticed that on the chart, respondents listed 
children at 10 percent— which was surprisingly low to me. 

Mr. Hacen. Yes; I think for some of the same reasons both you 
and Senator Heinz indicated earlier— family patterns, moving 
apart, and a number of other things. 

Senator Glkkn. My time is up, Mr. Chairman. But I do not think 
I am an untypical family. I am in Washington, with a daughter in 
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Colorado, and a son in San Francisco. That is not unusual these 
days, where we used to have people grow up and stay in the same 
community, town; they assumed responsibilities, and if they had 
problems, they could call on the help of people they had lived with 
all their lives. We are a mobile, flowing society, as I indicated in 
my statement; 20 percent move to a new domicile each year, and 13 
percent cross State lines. I think these are the current figures. 

Thank you, Mr. Chairman. 

Chairman Heinz. Senator Glenn, thank you. 

Senator Warner. 

Senator Warner. Thank you, Mr. Chairman. 

I commend you and the ranking minority member for this hear- 
ing. I have an interest both as a Senator and as a parent. My 
brother and I are privileged to have a mother who is 95 years old. 
She is strong of mind and strong of body, and she still gives me a 
little advice everyday. I have experienced with my brother first 
caring for mother in the home and now, of course, in a nursing fa- 
cility, and I am well familiar with the problems, visiting there on 
an average of three to five times a week, and with staff and other 
persons living there. 

A question momentarily to Mr. Hagen, but first to the Chair. It 
seems to me, as we address this critical problem, we should also 
view the tax aspects and tax credits. I know the chairman has in- 
troduced legislation in the past, the purpose of the legislation to 
enable children who take care of their parents to have some tax 
relief. 

So my question to Mr. Hagen is— while you did not address this 
in your testimony, I presume your association has examined the 
Federal Tax ('ode as a possible means of also working in concert 
with what insurance programs we may have for the future. 

Mr. Hagkn. Yes; we have, Senator Warner. As a matter of fact, a 
number of years ago, I believe Senator Heinz introduced a bill 
which our tax people at the association, our legislative people, were 
very much involved in and supportive of. I think it is reflective of 
the same concern that was just raised by Senator Glenn, as well, of 
the extended family situation, the person working in Washington, 
having an older parent in St. Louis or in California someplace, and 
really, truly wanting to help, but not being close enough to provide 
the hands-on kind of care that is necessary. 

Chairman Hkinx. May I say to my friend and to Mr. Hagen that 
the bill number is S. which we introduced last year. 

Senator Warnkr. Perhaps the Chair could tell us about what in- 
tentions you have with respect to presumably the next session of 
Congress' It <eems to me I would like to join with you in this effort, 
and maybe this committee could have a joint hearing with the 
other committee, the Finance Committee, of which you are a 
member 

Chairman IIkinz Senator Warner, I would be delighted to join 
with viiu You have been very supportive of this legislation. This 
would have been my preference to try and enact it this year. This 
\ka< a year in which we were cutting back on tax-preference items, 
but next y«-ar. 1 hope, in the context of looking more comprehen- 
Hivelv at our tax system, that we will make some choices, and we 
ran incorporate S. IW\ in whatever we enact. 
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Senator Warner. Well, soon we will hear from a panel of policy* 
makers, but it appears to me that, to the extent the private 
sector—and in that sense, I refer to children as opposed to Govern- 
ment subsidies— to the extent the private sector can deal with this 
problem— and the tax relief would be an essential part of that — the 
better off we are, because I agree with Mrs. Thom&j. While my 
mother today is very comfortable, we certainly enjoyed having her 
at home to the extent that we could. 

Thank you for coming today, Mrs. Thomas. You are an inspira- 
tion to all of us. 

Chairman Heinz. Thank you, Senator Warner. 

Senator Burdick, before you begin questioning the witnesses, 
would like to make a statement? 

Senator Burdick. Thank you, Mr. Chairman. I ask that my state- 
ment be entered into the record. 

Chairman Heinz. Without objection, Senator Burdick's statement 
will be entered into the record at this time. 

[The statement of Senator Burdick follows:] 

Statement of Senator Quentw N. Burdick 

Mr. Chairman, I have iust a short statement. I am very pleased that you are hold- 
ing this hearing today. You may not realize it, but it builds on a field hearing 1 held 
in Bismarck, ND, in 1982. That hearing was entitled, "Health Care for the Elderly: 
What's in the future for Long Term Care?" The mcgor topic that day was the need 
for more alternatives to nursing homes— but a second major topic was the high cost 
of nursing homes and the great difficulty people had paying for that care as well as 
other long-term care alternatives. 

That hearing was a lively one. There was fear, anger, and frustration expressed 
that day as people talked about their limited options and the difficulties they had 
experienced. It showed me how deeply this issue affects people, and how badly we 
need to find some solutions. 

There are no good alternatives as yet to pay for long-term care. I hope this hear- 
ing will help to point the way to some solutions, for they are badly needed. 

Senator Burdick. I would like to address my question to Mary 
Kinslow. Your suggestion of day care for the elderly is rather in- 
triguing. We understand how day care for children works, because 
generally, the breadwinner has a job, and somebody takes care of 
their youngster when they are gone. 

Now, I presume invariably that an elderly person would have 
some ailments, and they will get more ailments as they grow older. 
How does this work out in practice? Is there any medical care at 
your place or any other places? 

Ms. Kinslow. We are a social day care, and most of our clients, 
if they are on medication, are self-medicated, with guidance. 

The interesting thing that you are going to find is that seniors 
are no different than you or I. When you have a routine, when you 
are used to getting up, and you are used to going, and you are used 
to being involved, you are going to feel much healthier than the 
senior who is sitting home and actually wasting time, important 
time. They have a lot to offer. They have a lot to share with other 
people, and it gives them the opportunity to do this daily. They 
nave remotivation skills; they have reality orientation for the con- 
fused senior. It is just a multitude of wonderful things brought to- 
gether throughout a day, and instead of the senior taking from the 
family, at the dinner table, they have something to contribute at 
the end of the day. 
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Senator Burdick. Well, I think that is fine. And as I say, I am 
intrigued. But what do you do about the elderly who, as happens 
often, may have to use a walker, or a cane, or a crutch, or some- 
thing like that? 

Ms. Kinslow. That is all right. 

Senator Burdick. Do you have the facilities to handle things like 

that? t J 

Ms. Kinslow. Yes, we do. We are entirely ramped, and we have 
all the handicapped equipment that would be necessary for anyone 
with a wheelchair, a walker, anything of that nature. 

Senator Burdick. And I presume this situation occurs more or 
less like it does for the children; the breadwinner of the house is 
working and cannot stay home, and this is the next best method? 

Ms. Kinslow. That is right. 

Senator Burdick. I think it is worth looking into, 

Ms. Kinslow. Thank you. 

Chairman Heinz. Ms. Kinslow, you mentioned in your testimony 
that you received some letters from other families. 
Ms. Kinslow. Yes, I have. 

Chairman Heinz. Are you in a position to share any of those let- 
ters, or even just ore of those letters, with us? 
Ms. Kinslow. Certainly: 

I read about your wonderful organization in the Daily News, in the "Dear Abby" 
column. It was a Godsend. I am at my wit* end, and ! do not know what to do. My 
father had a stroke in September 1979. He has continually gotten worse, because he 
has given up. and he wante to die. ....... 

He will not go for therapy, and last September, he had a small stroke, which took 
the rest of his speech. He has aphasia, and uses one word for everything. He does 
say other things, at times, and he can pray with no problem. He is always praying 
to d if 

I quit mv job last September to care for him and my mother at their house. I 
would be there during the day, and my brother who lives there was there at night. 
But my father just got too much for them, so 1 had him transferred by ambulance to 
mv house. . 

I got a hospital bed set up in the living room and a commode- Our house is small, 
onlv two bedrooms, so this is the only place that I can put him. 

VVY have looked into nursing homes, but they are all so expensive. Mv parents 
have savings of about S'JO.OOO, bui that would only pay for about a year. And, if all 
th*' monev is used, and mv mother would get sick in f> years, there would be noth- 
ing From what I am told, they take all but Sl.aOO, and then you can apply for a 
grant Hut thev put a lien against the house. My mother could live her life, but then 
the\ take the house The problem is. my brother lives there, and my parents have 
the housi- left to him as the survivor. He helped pay for the house and has made 
repairs and paid for all that I just do not think it is fair that the State takes some- 
thing my brother has been paying for If we change it to his name, I hear they will 
come hark and take it anyway. . 

We .ire living da v to-day. but I do not know how long I can do it. It is like having 
.1 17*. pound hahv lie gets me up three or four times a right, and he wants constant 
t' irr all duv 

Hnv\ do people (Iral with aging parents who arc stubborn and contrary. 1 pray for 
patience even (Jay. but I urn afraid I am going to end up with an ulcer 

Ms huahuni] is very helpful and understanding, hut our life is not our own. And 1 
h.i\%' .i I \ear old son whom I placed in a day care center so he Could be with other 
• bildreh msread ol here 

\n\ help or advice you could give rm* to help me cope with thl* would greatly be 
apprerLited 

l.iK>ktng forward tn hearing from you. Sincerely 

Chairman IIkinz. And that is not a totally unusual letter? 
Ms. Kinslow. It is a normal letter, Senator. This is not uncom- 
mon at all. 
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Chairman Hkinz. You come from Levittown, and that is in Bucks 
County, PA, just north and slightly east of Philadelphia. 
Ms. Kinslow. Right. 

Chairman Heinz. What would long-term care services cost in 
Bucks County? 

Ms. Kinslow. On chart 4, we have companion home aide. A com- 
panion home aide is one who would come in and stay with an el- 
derly guest, maybe prepare a lunch, general helping, at the rate of 
$5 to $8 an hour* 



Long-Term Care Services: Average Cost for Private Pay Patients: 



CHART 4 



SERVICE 



RATE 



Companion/home^aide 



$5-$8/hour 



Adult day care 



$22-$25/day 



Licensed Practical Nurse 



$15.50/hour 



Registered Nurse 



$43/visit 



Skilled Nursing Facility 



$65/day 



Survey of Services: Children of Aging Parents 
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We have an adult day care rate, which would range anywhere 
from $22 to $25 a day at some clinics. 

Licensed practical nurses, coming into the home to, say, give an 
injection for a diabetic or something of this nature, would be $15.50 
an hour. 

A registered nurse who would come in primarily for the skilled 
care nursing within the home, would be $43 a visit. 

And our skilled care nursing facility runs approximately $65 a 
day in Bucks County. 

Chairman Heinz. I thank you for having prepared that chart. 
This is based, I understand, on a survey that your organisation, 
Children of Aging Parents, has done. 

And I would just say for the benefit of my colleagues on the com- 
mittee, Levittown is a working-class community; many of the 
people there are steelworkers, second generation Americans. It is 
not one of the wealthiest communities, it is not one of the poorest. 
It is a fairly typical American area, And I think we would all agree 
that those prices are not exactly affordable to people today. 

Let me just ask a quick question of you, Ms. Kinslow, or Mr. 
Hagen. 

Is there any insurance available to cover any of these costs that 
you can get from the Federal Government or from Blue Cross or 
from anybody else? Do you know any insurance policies that would 
help pay for any of these costs? 

Ms. Kinslow. At the present time, we are aware of several insur- 
ances that will help pay toward these various costs. Again, it is a 
very frightening thing, because they are not written well; they are 
not self-explanatory. There is marginal overage, and existing ill- 
ness clauses, various things. 

The one thing that I found unique when we called many of these 
companies to look further into their policies, they were very vague 
on the phone. And I understand it is new for them, but before 
people put their life savings and plan for the future with these 
policies, we have to understand that when the time comes, they 
will cover and take care of our 

Chairman Heinz. And you are saying it is just unclear as to 
what they are going to do? 

Ms Kinslow. Very unclear. 

Chairman Hkinz. Mr. Hagen, your organization's survey^l think, 
is extraordinary. In the first case, it shows that 4 out of 5 Ameri- 
cans 7!) percent, think that Medicare is going to help them with 
long-term care, home health services or nursing homes. 

Mr. Hac;kn. Right. 

Chairman Hkinz. I think we all know the answer, but will you 
tell us exactly how much Medicare will pay for either home health 
rare services or nursing home care? 

Mr Ha<;kn. Well, I think it is clear that Medicare only pays for 
Medicare-certified skilled nursing care, and it does not p^y for in- 
termediate or custodial care, the primary care that people with 
long-term chronic care conditions need. On the home care side, I 
know everyone here does know that you have to require skilled 
care on a part-time intermittent basis, and you have to be home- 
bound to receive that care, and there are very few, if any, insur- 
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ance policies, private insurance policies, that cover anything 
beyond that Medicare definition of home care. 

Chaii an Heinz. There is one other qualifier on the care. You 
have to cither have an acute illness, or have a bout with an illness 
from which it is iudged that you can recover, and the moment it is 
judged that you nave an illness from which you cannot recover, we 
cut you off. 

Mr. Haoen. That is right. 

Chairman Heinz. Whether it is ski; ed nursing care, homemaker 
services, home health aide, or whatever? 
Is that not accurate? 

Mr. Hagen. That is correct, Senator. And most of the medi-gap 
policies that exist today do require that you be in a Medicare-certi- 
fied facility, as well. 

Chairman Heinz. Well, that was my second Question. I want to 
ask you about medi-gap policies. They are really the third item 
down there. One out of two Americans believe that private insur- 
ance is going to help them— and I think what they nave in mind 
are these medi-gap policies7 Do they help in terms of the kind of 
long-term care that we have been talking about today, the need to 
deal with some of the risks of growing older— namely, when you 
get older, there are certain kinds of things you do not really fully 
recover from. 

Mr. Hagen. They really do not, Senator. What they do cover, as I 
said, is skilled care in a Medicare-certified facility, for the most 
part. They do not cover the long-term institutional situations 
where intermediate or chronic care, custodial care, is needed. It is 
an unfortunate situation, I guess, in a certain sense. But there are 
some companies now, on a very limited basis, that are starting to 
look at covering intermediate or custodial care, but for the most 
part that is not a private insurance coverage that is available. 

I think the interesting thing here, too, is that we asked individ- 
uals under the age of 65 within our membership whether they 
were in fact covered or not covered in the group, as well as individ- 
ual health insurance sense, and they also were under the impres- 
sion that they were covered when, in fact, they are not, for the 
most part. 

Chairman Heinz. Mr. Hagen, my time has expired. 

Senator Glenn— and I notice Senator Johnston has come in, and 
we will yield to him. 

Senator Johnston. I have no questions at this time, Mr. Chair- 
man. 

Chairman Hkinz, All right. Senator Glenn, I understand you 
have further questions. 

Senator Glenn. Thank you, Mr. Chairman. I do, briefly. 

The need is there— we all know that. And yet we know, also, that 
all the needs of the elderly— health and nutrition and housing and 
so on— we are not going to be able to take care of all of it with a 
Federal program. Let us just start with that. We all realize that. 
And I am curious as to what part of this you think should be local, 
State, Federal. And I guess from your own experiences with this, I 
would ask each one of you to respond to what should receive our 
priority here— I guess that is what I am asking. Where should we 
spend funds if we are to meet the greatest need to help the greatest 
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number of people. I know that is a broad-gauge question, but it is 
something we have to face. And if you were sitting in our positions 
here, in private committee session up here, and on the floor, and 
you were debating these things, and you want to put in an amend- 
ment, you want to help as many people as you possibly can, what 
would your best advice be as to where we should put our priorities? 
Mr. Hagen, would you lead off on that? 

Mr. Hagen. I think in a very limited sense, maybe the most lim- 
ited sense, possibly, but maybe the most challenging sense, is the 
educational and informational needs. I think there has to be a 
much greater effort to education and inform our older Americans 
as to what they currently have, what Medicare pays for, what it 
does not pay for; what is Medicaid; what is private in3urance, medi- 
gap insu/ance— what does that pay for and what doesn't it pay for. 
I mean, that is a very basic situation that has to be dealt with, I 
think, on an immediate basis. 

Longer term, I think some of the issues we have discussed 
today— taking a look at the Medicare home health care benefit and 
seeing what that is doing in the way of meeting true needs; taking 
a look at the Medicaid situation and the institutional bias that 
exists there, and trying to write that balance, possibly. 

But I think the basic thing that we have found, time and time 
again, and the kinds of situations we see every day of people 
having to deplete resources and spend down, is that there is such 
little real knowledge about what they currently have and what pri- 
vate and public insurance pays for. I think the Federal Govern- 
ment, State governments, insurance regulators at the State level 
have a responsibility, as well as associations like ours, to do every- 
thing we possibly can to at least inform people of what the current 
situation is. 

Senator Glenn. Yes; that is a very good point, and I think the 
committee can do something on that information thing. I am sure 
we could help out at least some in that particular area. Once you 
get by that, though, let us say people completely understand the 
whole system— then, where is the greatest need, where is the great- 
est gap that we could help cover? 

Mr. Hagen. I think the home care side, quite honestly. I think 
that we need to do something to loosen up the definition of skilled 
intermittent care, rehabilitation potential on the institutional side 
that is require. I think there are such restricted definitions there 
that we are meeting just not even the tip of the iceberg as far as 
need is concerned there. There has to be a greater realization that 
it is not only acute care, but it is long-term care, where there is 
real and very substantial liability for these folks. 

Senator Glenn. Thank you. 

Ms. Kinslow, would you address that? 

Ms. Kinslow. Senator Glenn, I am sure you are well aware that 
only f> percent of our graying seniors end up in the nursing homes. 
A large majority of our elderly are being cared for by their family 
members. If this trend continues, and if ways can be found to 
supply the needed respite for the caregiver, they would be encour- 
aged to do more for a longer period of time, and in thus doing so, 
save the taxpayers enormous amounts of money in the long run. 
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Senator Glenn. Mrs. Thomas, do you or Ms. Rascher wish to 
comment on that? 

Mrs. Thomas. Well, Senator, I had nobody. All my brothers and 
sisters are dead. I had nobody. So I cajiJ.ot say. 

Ms. Raschkr. So what she needs is someone who is going to 
guide her through the system. You can have all the information 
you want on a system, but to understand it and know how to use it 
is a whole different story. I would totally agree with everyone on 
this board. You need that information, you need that home care 
support to give the care givers relief so that they can continue, so 
that the care giver does not die before the elderly person does — and 
we have had that happen. 

Senator Glenn. Thank you very much. 

Thank you, Mr. Chairman. 

Chairman Heinz. Senator Glenn, thank you. 

At this point, I would just like to summarize what I think we 
have learned today, to be sure that we have all our facts straight. I 
will not do justice to it all. We have learned that there is a lot of 
confusion about the extent to which you or your parents, our par- 
ents, have any coverage from Medicare or medi-gap insurance. 
Most of us have very little coverage indeed when it comes to nurs- 
ing home care or home health care, the very sources we would 
need if stricken with a debilitating, particularly a progressive ill- 
ness, or an illness where the prospects for rehabilitation range 
from poor to nonexistent. 

The second question is, what can be done about it, and what are 
the options. One of the things that has been proven by Mrs. 
Thomas and Ms. Rascher i.i that expert advice may not solve all 
the problems for those who need long-term care, but it will help 
people to avoid some of the worst pitfalls and problems. And there 
are currently two kinds of places to go. One type of place might be 
a county adult services bureau, or if you are lucky, something akin 
to the channeling project that we have in Philadelphia. The other 
end of the spectrum, frankly, I would say, much like Mary Kins- 
low's organization, a nationwide voluntary channeling project 
where people help people, to avoid some of the same problems that 
Mrs. Thomas got into. This kind of voluntary self-help channeling 
project directs people to get the most bang for the buck, to avoid 
losing those $W>,000 worth of savings unnecessarily, as Mrs. 
Thomas did 

I think there is also an implication that we have a bias in our 
existing system. To the extent that we cover nursing home care, 
Medicaid, riot Medicare, will pay for it. But if you have enough 
Social Security income, you will be disqualified for the kind of care 
most people would rather have, namely, home health care, even 
though home health care is less expensive, and allows you to main- 
tain your independence and dignity. Adequate care in the home 
also allows people- like Mrs. Thomas to meet her family responsibil- 
ities. And that is why I think Mr. Hagen's summary is absolutely 
correct, saying that the single most important area, if we had only 
one to address, would be the provision of home health care. And 
the surveys I have seen show that three-quarters of the people just 
do not want to go to a nursing home under any circumstances, and 
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they would like help with home health care f if that is what is re- 
quired, because that is what they most want. 

I did not see anybody shaking their head saying, "No, Senator, 
you missed it, you did not understand the problem. 1 That being the 
case, I thank you all very much 

Senator Glenn. Just one more question, John. 

Chairman Heinz. Senator Glenn, I will be happy to yield to you. 

Senator Glenn. Those of you who work in this field all the time, 
how much of this would be preventable by better health care, nu- 
trition, things like this, at an earlier age? Is that a m^jor factor in 
this, or is that a minor factor, that we just all are going to get old 
sometime and have problems? Medical checks— in other words, I 
was thinking along the lines that you were talking about that 
better information would prevent some of this catastrophe from 
happening and people getting in bad shape. Well, the other thing 
is, how do you prevent people from getting in bad shape to begin 
with? Is that a major factor, or is it not? 

Mr. Hagkn. Yes, I think it is. I think you have hit on a very im- 
portant point, Senator. I think one of the points I made when I 
spoke earlier was the fact that we are doing such a good job on the 
acute care side that we are having people with longer lifespans, 
and therefore, the incidence of chronic conditions are much great- 
er. I think there has to be some attention educationally, program- 
matically and informationally, to what these chronic conditions 
are, what they are all about, and how they possibly can be prevent- 
ed. I think you are absolutely right. 

Ms. Kinslow. Very good, Senator, I agree with Ron— more edu- 
cation—a healthier mind is a healthier body. 

Senator Glenn. Brenda? 

Ms. Raschkr. Definitely, Senator. Even after they get sick, it is 
important to learn the preventive aspects even then, to prevent 
getting worse. We have to remember that this is maintenance once 
you get sick, and prevention so you do not get sicker. 

Senator Glenn. Thank you. 

Chairman Heinz. Senator Burdick? 

Senator Burdick. I want to ask about a scenario that may sound 
extreme, but I have experienced this and know about it. Mr. Hagen 
says that medi-gap and Medicare does not take care of it. We now 
say that we can Bet some help from the home care, but that costs 
money. Some of these families that I know about have spent thou- 
sands and thousands of dollars and have impoverished themselves. 
They cannot afford home care. 

What happens to that elderly person, that grandmother or that 
mot her' What happens if we do not have any help at all from 
these areas we were just discussing? Where do they go? 

Does anybody have an answer? 

Ms KasVhkk. They generally go to a medical assistance nursing 
Imrne bed. They usually wind up there eventually. Even if the 
family does not really want them there, that is where they wind 
up 

Senator BfKDK k Who pays the bills? 
Ms Kaschkk. Medical assistance 1 . 

Senator BrRDU'K. I see. Then, there is some fallback, someplace. 
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Ms. Kinslow There is, I know, in Bucks County, in Doylestown, 
they have Nishaminy Manor for medical assistance, primarily. The 
only problem is it has such a connotation about it— it was once the 
county poor house. 

Senator Burdick. I understand. Thank you. 

Chairman Hkinz. If I may offer an answer to your question based 
on what I have in my our own State. In Pennsylvania, and in other 
States, there are not enough nursing home beds, even for the indi- 
gent Medicaid population, result, we now have this subclass of 
facilities that, in our State, go by the rubric of "boarding homes." 
They are not where you and I wculd go to board. They are often 
filled with very old. very incapacitated— I hesitate to use the word 
"'sick"— but very incapacitated people, who are, to my untrained 
and unpracticed eye, indistinguishable, in terms of their health 
conditions, from the people you will find in many intermediate 
care and skilled nursing facilities. The boarding homes will, in 
effect, their Social Security checks— and that is the deal. The qual- 
ity of medical supervision in them varies all over the lot, ranging, I 
guess, f rom adequate to nonexistent. And that remains a concern 
and problem in our State and I imagine in many others. 

I want to thank our panel, especially Mrs. Thomas, who has 
made a heroic effort to come down here. Mrs. Thomas, this is your 
first trip, not just to Washington, but out of your house in 3 years. 
| Applause.) 

We hope to make it all worthwhile so that other people can avoid 
the kinds of problems that you have had. I think you are pretty 
lucky to have found someone like Ms. Rascher to give you a hand, 
too. She deserves all our thanks, as do you. 

Thank you all very much, and I would ask our next panel to 
come forward. 

Mrs. Thomas. Thank you very much. 

Chairman Hkinz. Our next panel consists of Betsy Houchen, di- 
rector of the Columbus Home Health Services, who I think Senator 
Clenn introduced earlier; Nancy Versnick, chairperson of the long- 
term care insurance task force of the American Health Care Asso- 
ciation; and Jim Sykes, chairman of the public policy committee. 

Let me ask Betsy Houchen to proceed with her testimony, and 
then I am going to yield to Senator Glenn— excuse me— I think I 
should yield to Senator Glenn now. in case he wants to introduce 
Betsy at this time. 

Senator Glkn'.n. Thank you, Mr. Chairman. 

I mentioned earlier in my statement about the work that I know 
>>l I ir>t hand in Columbus that she has been doing there, because I 
live in that community, in that town, and we are very proud to 
have her here today to testify and give us some of the benefits of 
her experience there. 

Betsy, welcome to the hearing. 

Chairman Hkinz. Betsy, please proceed. 

s| ATKMKNT OK HtiTSY J. 1101 ( IIK.V OIKKCTOK, IIO.MK HK.AI.TH 
SKKVICKS. CITY OK COM MM S. OH 

M.- Hoivhkn' Thank you. 
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Mr. Chairman and members of the committee, my name is Betsy 
Houchen. I am the director of home health services, city of Colum- 
bus OH. I am also the assistant health commissioner of the Colum- 
bus Health Department. 

I am here to testify on behalf of my own agency and the Nation- 
al Association for Home Care, of which we are a member agency. 
The National Association for Home Care is the Nation's largest 
professional organization representing the interests of over 2,000 
home health agencies, hospices, and homemaker/home health aide 
organizations. 

We would like to commend you on holding this important hear- 
ing. We believe that the long-term care insurance issue is of criti- 
cal importance to explore in light of the projected insolvency of the 
Medicare trust fund, the overall need for health care cost contain- 
ment, and the problem of the inordinate out-of-pocket expenses the 
elderly have to bear for overall health care, despite Medicare. 

Society should take responsibility for the risk of chronic care. So- 
ciety has taken responsibility for other major risks faced by our 
older population-for example, loss of income in retirement, Social 
Security, and acute medical care, Medicare. There must be similar 
public, private, or joint responsibility with regard to chronic care. 

The trends leading to the current interest in long-term care in- 
surance include: One, an older and more frail population, particula- 
tely thv Ha-plus group, who are more likely to outlive their re- 
sources and therefore are more dependent on Medicaid; two, cut- 
backs in Medicaid; three, an institutional bias by Medicaid; four, 
an acute care bias by Medicare; and five, the lack of chronic care 
models for clinical and reimbursement purposes, recognizing pre- 
ventive care as an integral part of chronic care. 

The fact that the older the person, the more likely chronic dis- 
ease patterns will emerge makes it more imperative to seek fund- 
ing mechanisms responsive to those needs. Without this support, 
inappropriate care, premature institutionalization and a sicker pop- 
ulation are likely. 

Although long-term care is usually discussed with regard to the 
elderly population, we feel it is important to recognize that long- 
term care encompasses all ages, since the chronically ill are not all 
elderly. Pediatric care and the needs of younger as well as older 
adults re quiring chronic care must be addressed in any discussion 
of long-term care needs. 

While we are advocates for appropriate care at whatever level, 
uv feel that strong consideration must be given to building in a sig- 
nificant home tare component to any long-term care insurance 
plan Few existing plans cover home care, which reflects the tradi- 
tional institutional bias in the health care system. We feel that the 
locus of long-term care should be redirected to emphasize a nonin- 
-titutional setting. This is not only a more humane alternative, but 
aUo a more cost effective solution. Utilizing home care will reduce 
expensive institutional costs allowing middle income people to pay 
lor their own long-term care costs. 

There is a vast amount of evidence of the cost-effectiveness of 
home care, both from studies by home health agencies, the Federal 
Government, and the major private insurance companies. We have 
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previously submitted these studies to congressional committees and 
would be pleased to provide them to this committee. 

The need for long-term care insurance, with a strong home care 
component, is critical in light of the current coverage gaps in both 
Medicare and private insurance. My agency sees a substantial 
number of patients who are covered by private insurance. Approxi- 
mately 10 percent of our admissions are private insurance patients. 
There are a number of problems regarding coverage by private in- 
surance. 

First, there is insufficient coverage of skilled care and supple- 
mental insurance is inadequate. Supplemental insurance plans do 
not cover any care which is not covered by Medicare, so if Medi- 
care will not pay for a service, the supplemental insurance will not 
cover the service, either. The only thing that the supplemental 
policy will pay is the 20 percent over the 80 percent coverage that 
Medicare pays. This frequently leads to patient confusion, since 
most patients with supplemental policies believe that these policies 
will pay for services not covered by Medicare. 

U't me give you an example. We have a 65-year-old female pa- 
tient with a total knee replacement and severe arthritis. A physi- 
cal therapist visited her in her home, with Medicare covering the 
visits. When the patient was no longer homebound, the physical 
therapist wanted to continue giving her exercises to make her 
more ambulatory, but we could not bill Medicare, since a patient 
must be homebound to qualify for the home health benefit. We at- 
tempted to bill the patient's supplemental insurance plan, but the 
insurer said that they would not even consider reimbursement if 
Medicare did not cover the service. The patient is now paying $2 
per visit, and we are writing off the remaining $38 of the charge 
per visit. 

A further problem regarding existing private insurance coverage 
concerns maintenance or preventive care. Private policies may 
cover nursing, but frequently, do not cover home health aide serv- 
ice* or rehabilitation service. One of our patients was a 73-year-old 
man with Parkinsons disease and a colostomy, who was totally 
bedfast and required total care. He had to be fed, bathed, dressed, 
and could only be moved from bed by a Hoyer lift. He received 
nursing care, physical therapy, occupational therapy, and home 
health aide services. The occupational therapist made a splint for 
his hand, which had already become deformed, and she was teach- 
ing his wife the schedule for splint-wearing and range of motion ex- 
ercise. The home health aides assisted the patient s wife in giving 
him personal care. His insurance company paid only for nursing 
visits, hut not for occupational therapy or home health aide visits. 

A person, such as this patient, with Parkinson \s disease has defi- 
nite needs, even though he or she is not acutely ill. Insurance com- 
panies consider this custodial or nonskilled maintenance care, so 
neither they nor Medicare will even consider paying for this type 
of rare We could help patients such as these at home at a lesser 
t ost, but insurance companies just will not pay for it. 

Our agency provides a great deal of maintenance care. The elder- 
l>. by reason of their age, need supportive services. This is precise- 
ly what their insurance companies are not paying for Long-term 
care insurance must cover supportive services, not just nursing and 
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rehabilitation. Personal care, housekeeping, and chore services are 
all essential services for inclusion. 

Our agency has been one of the participants in a HCr A-lunded 
demonstration project where aid for dependent children recipients 
an* trained as homemaker/home health aides. This project has 
worked extremely well for our agency, since much emphasis has 
been placed on training, orientation, and supervision. Last year, we 
had 20 participants in this program, who provided service to over 
200 patients and averaged approximatly 300 visits per week, lhis is 
significant, because the recipients of these services received care 
which otherwise would not have been possible because there would 
have been no payment source if they had not been in the demon- 
stration project. , 

Because of the increased number of home health aides in the 
community as a result of the project, the service recipients were 
able to remain in their homes rather than going into nursing 

homes. , . A c 

For example, a couple in their nineties received assistance from 
home health aides in this program. The couple lives alone and 
want to remain at home. They receive services five times a week. 
The homemaker/home health aide prepares breakfast and lunch 
and takes almost total care of the home, including laundry, clean- 
ing and all personal care for the husband and wife. Their daughter 
is unable to assist in their care due to illness. Other family mem- 
bers work, but do assume some responsibility in the evening hours. 
Were it not for our services, this couple would be forced to go to a 

nursing home. . 

We need more long-term solutions. Demonstration projects, 
though helpful, are finite. With long-term care insurance plans 
which provide both skilled care and aide services, couples such as 
the one just mentioned would not have to be unnecessarily institu- 
tionalized. . , , « . 

I hope that I have provided you with some insights regarding the 
gaps in the current insurance coverage, why long-term care insur- 
ance is urgently needed, and why home care is such a vital compo- 
nent in any long-term care plan. . . 

I would be pleased to assist the committee in exploring these im- 
portant issues. , . .. . 

This concludes my statement. Thank you for the opportunity to 

appear today. , ... ... 

Chairman Hkinz. Ms. Houchen. thank you very much. We will 
have questions for you at the conclusion of the testimony of the 
other pant-lists. , , 

|,».t me at this point call on Nancy Versnick, representing the 
American Health Care Association. 

Sis. VersnickV 

sI VIr'MKM OK NANCY VKRSN1CK. WASHINGTON. DC, CHAIR- 
M \N T\SK KORCK ON PRIVATE LONG-TERM ( ARK INSl RANCK, 
\MKRICAN HKALTII ( ARK ASSOCIATION. ACCOMPANIED BY 
RORKRT HKNNKOKT AND LACRKNCK LANK 

Ms. Vkksnick. (iood morning, and thank you, Mr. Chairman and 
members of the committee. 
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I am Nancy Versnick, chairman, Task Force on Private Long- 
Term Care Insurance, American Health Care Association. The 
American Health Care Association is the largest national organiza- 
tion of long-term care providers, representing nearly 8,000 licensed 
facilities. We are honored by this opportunity to appear before the 
U.S. Senate Committee on Aging to discuss the private insurance 
coverage for long-term care services. 

Accompanying me this morning are two experts in the field, 
former U.S. Commissioner on Aging, Robert Bennedict, currently 
State executive of the Pennsylvania Health Care Association, and 
Laurence Lane, of the American Health Care Association staff 

Chairman Heinz. Ms. Versnick, on a personal note, just let me 
say that I am quite familiar with both of your experts, and they 
indeed are. Larry Lane has been before rne, when I served on vari- 
ous committees— I hate to say it, for his benefit, and this will not 
protect him, but back when I was in the House of Representatives, 
he was an expert even then. And Bob Bennedict, although he has 
become famous down here in Washington, DC, with his responsibil- 
ities, was famous in Pennsylvania as the director of— I guess, Bob, 
it was then— it was before we had a department of aging, so I guess 
it was simply an office on aging. Just think, if you had stayed, you 
could have b**u a secretary; it is better to be a director, I guess. 
(Laughter, | 

Nancy, please excuse me. 

Ms. Vkrsnick. That is all right, Senator. I am glad that they are 
recognized as experts in this field. 

Chairman Hkinz. They are getting more difficult as they get 
older, but they probably feel the same way about me. [Laughter.] 

Ms. Vkrsnick. There is a growing consensus among our members 
that private insurance offers a promising approach to purchasing 
quality long-term care services. I wish to briefly share with this 
committee: One, the reasons for this support of private insurance; 
two. the minimum coverage principles; and three, the findings of a 
study which we prepared earlier this year, discussing the availabil- 
ity of private* insurance for long-term care, obstacles to expansion, 
and actions which our association sees as necessary to develop the 
market. 

At the outset, let me emphasize that we believe the exposure for 
cost> i if lung-term health care ser ces is an insurable risk. This 
perspective is shared by a number of companies underwriting the 
coMs of such services, by the academic community, and by the 
Health (are Financing Administration of the Department of 
Health and Human Services. \ T o longer should the question be can 
then- fx- private long-term care insurance; the policy questions now 
->hoiild relate to t iming of market development, the nature of cover- 
age provisions, and the relationship of the private market to public 
program* 

Our private InruMerm can* insurance task force has identified six 
ih-rn- a- important reasons for public pursuit of private insurance 
fur lon*4 term rare- One. provides financial support for purchase of 
quality service, two, enhances the opportunity for consumer choice; 
three, preserves tlie dignity of older persons to prudently plan for 
their potential ! M^-terrn care needs; four, reduces Federal and 
State expo>ure for the costs of future long-term care services; five, 
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overcomes the reliance upon public programs as the source of pay- 
ment for services; six, assures market competition as a source of 
payment for services; and seven, assures market competition and 
induces the expansion of diversified service delivery. 

While this is not an exhaustive list of reasons, the point is clear 
that developing private insurance coverage will benefit the con- 
sumer, insurers, Government, and providers. 

Inducing a positive response from the private insurance sector 
will require a constructive dialog. The recently released report of 
the Health Insurance Association of America, entitled Long-Term 
Care: The Challenge to Society," offers a useful framework for 
stimulating the public debate. 

In a similar cooperative effort, AHCA has sponsored a series of 
policy forums at the national and State levels. Attached to my tes- 
timony is a summary of the proceedings of our national policy 
forum. 1 We are working cooperatively with consumer and govern- 
ment groups to put together another national meeting. 

Our initiatives are guided by 10 points to develop the insurance 
market While these 10 points do not reflect an official position of 
our association, they are representative of the input which we are 
receiving from our members: . 

One. long-term care insurance must truly reflect financing tor 
the longer stay patient in need of skilled and/or intermediate care. 

Two. long-term care insurance should not be tied to Medicare 
part A requirements nor linked to definitions of levels of care uti- 
lized by the Medicare Program. 

Three, approved utilization screens should be based upon geriat- 
ric service needs. , 

Four long-term care insurance should reflect payment tor butn 
institutional and noninstitutional long-term benefits provided that 
the same geriatric screen criteria for utilization be used to ensure 
prudent utilization of the coverage. 

Five long-term care insurance should afford the opportunity tor 
children and others to purchase the coverage on behalf of a qualify- 
ing relative and for the purchaser to receive the benefits of avail- 
able taxation deductions and credits. 

Six an indemnity insurance approach is acceptable provided: 
First the rate reflects the true costs of providing necessary services 
to on individual, and second, the rate includes a trending factor to 
compensate for inflation. 

Seven eligibility criteria should not negate coverage for a large 
number 'of older person, that is, policy exclusions should not pre- 
vent coverage for chronic conditions closely correlated with the 
normal aging process. 

Fight, preexisting condition requirements ot a policy should be 

time specific , . . 

Nine policies which offer reimbursement based upon resource 
utilization should be inflation indexed to reflect the true costs of 

care, and . . . . 

Ten strengthening of the private insurance market should he 
-Anchn.ni/ed with changes in the Medicaid Program mi as to pro- 

o ill 
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mote the private approach without abandoning current Medicaid 
eligible populations. 

Earlier this year, staff conducted a study for the American 
Health Care Association of the private insurance market. Findings 
document that private long-term care insurance coverage is avail- 
able, affordable, expanding, and adequate. 

The report indicates that over 25 insurance companies are ex- 
perimenting with policies covering extended long-term care serv- 
ices. Of that number, more than half have made a commitment to 
expanding their share of the market. While the experimental poli- 
cies greatly vary, the typical policy provides an indemnity benefit 
of between $30 to $60 p**r day for coverage of skilled nursing and 
intermediate care services for up to 4 years of nursing home place- 
ment. It appears realistically possible for an individual between the 
ages of HO and 6f> to purchase viable long-term care insurance at a 
premium of less than $30 per month, While coverage for an indi- 
vidual above the age of 75 will be more expensive, data on the 
income and resources of older Americans suggest that long-term 
care insurance is well within the means of most senior citizens. 

Among the most significant obstacles to the growth of the pri- 
vate long-term care insurance market are consumer underestima- 
tion of their potential need for long-term care coverage and overes- 
t i mat ion of the available coverage of their existing policies and of 
public programs. 

The study concludes that a variety of approaches can be taken to 
make long-term care insurance a reality across the country. One of 
the key recommendations of the report is for the American Health 
Care Association and its State affiliates to assume the leadership in 
spearheading coalitions with other interested groups to promote 
the marketing of long-term care insurance. Such initiatives would 
work to raise public consciousness of the need for insurance cover- 
age, entice the cooperation of major insurers to extend coverage 
into the long-term care market, and cooperate with Federal and 
State government officials to secure necessary legislation to make 
private insurance viable. 

This hearing is a pioneering effort focusing attention on a void in 
our programs for older persons. While a number of States are ex- 
ploring the role of private long-term care insurance, Minnesota, 
Connecticut, and California, through study resolutions, and Ken- 
tucky and New Jersey by legislation, this is the first comprehen- 
sive Federal review. 

Medicare provides scant coverage for nursing home services and 
other long-term care. Supplemental insurance policies, so-called 
rnedi-gap coverages, use Medicare definitions. Most policies are re- 
strictive in coverages and provide no real protection against long- 
term care costs. Without Medicare or insurance protection, individ- 
uals must rely upon their own savings to pay for long-term care 
services. Nursing home expenses are the largest catastrophic ex- 
pense tor individuals age fifi and over. Many people spend their re- 
sources until they are so poor as to be eligible for Medicaid. To the 
extent that private insurance can help people from needing Medic- 
aid, the costs to government for supporting the indigent could be 
reduced. 
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The members of our association stand ready to work with you in 
this challenge of enticing usable private long-term care insurance 

policies. . . u r 4 L' 

Thank you for allowing me the opportunity to appear before this 
committee. 
Chairman Heinz. Ms. Versnick, thank you. 
I believe Senator Glenn has a comment. 

Senator Glenn. Mr. Chairman, I have to go to another meeting, 
and I will try and get back a little bit later. I am sorry I cannot be 
here. I want to thank you all for being here. 

And also, in Ms. Houchen's statement, she indicated several 
studies on the cost-effectiveness of home care by HHA's, the Feder- 
al Government, and major private insurance companies and offered 
to provide the committee with copies of those documents for our in- 
formation. I am looking forward to receiving those studies. 

Chairman Heinz. Senator Glenn, thank you. 

Mr. Sykes, representing the National Council on the Aging. Jim, 
please. 

STATEMENT OF JAMES T. SYKES, MADISON, WI, CHAIRMAN, 
PUBLIC POLICY COMMkTTEE, NATIONAL COUNCIL ON THE 
AUINU, AND SPECIAL ASSISTANT TO THE VICE CHANCELLOR, 
CENTER FOR HEALTH SCIENCES, UNIVERSITY OF WISCONSIN- 
MADISON 

Mr. Svkes. Thank you, Senator Heinz. 

I am Jim Sykes, chairman of the Public Policy Committee of the 
National Council on the Aging, and special assistant to the vice 
chancellor.. Center for Health Sciences, at the University of Wis- 
consin-Madison. I am also the founder and chairman of the Coloni- 
al Club, a community-based senior center surrounded by elderly 
housing which provides comprehensive, community-based, long- 
term care services, not including a nursing home. 

It is from these perspectives, but on behalf of the National Coun- 
cil on the Aging, that I appear toda' to urge this committee to con- 
tinue its search for a coherent, responsible, humane policy to pro- 
vide and fund the long-term care needed by those suffering from 
chronic conditions, those for whom supportive services within the 
community are unavailable, those threatened by the fear of total 
less of independence due to the high cost of long-term care and 
their declining abilitv to remain in the community. These individ- 
ual* are surelv among those in greatest need in our society, least 
able to defend themselves against personal and financial losses, 
and dependent upon a caring society. How this Nation responds to 
th».s«. individuals and their families is surely the clearest test of 
our commitment to humane values. 

It is well-established that a long-term care system has at least 
Imu components A long-term care policy, to be coherent, respon- 
sive and humane, must provide for those elements which truly 
a^M individual" in need within the community as well as within 
th»« niir-arm home A policy discussion that focuses only on cost con- 
tainment is misguided. To an unfortunate extent, that is the case 
here in Washington, in our State capitols, in the media, and most 
unfortunately, in the minds of persons at risk and their families. 

ERIC 4 
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Looking quickly at th<w often overlooked parts of the long-term 
care system, let me underline the importance of the family in pro- 
viding care— spouse, son, or daughter, even a caring neighbor. That 
is the first line of defense, and a long-term care policy and reim- 
bursement scheme should incorporate ways to build this founda- 
tion. Of course, I am speaking of those who are fortunate enough to 
live in a family or among caring friends. A long-term care policy 
should enable caregivers to purchase needed services from provid- 
ers within the community. 

Second, there is within most communities a growing number of 
services designed to provide respite to a caring family, including 
therapeutic services, transportation, adult day care programs, 
senior centers, hospice programs, friendly visitors, and other com- 
munity-based voluntary organizations and efforts; churches, social 
organizations, neighborhoods, and various coalitions deliver a vari- 
ety of services that often enable one to remain in the community. 
An insurance program should direct resources to strengthen these 
low-cost, but essential, services. 

Third, home health care services are a key part of the long-term 
care system; and these services must be covered. 

Finally, there is the nursing home aspect, including, some acute 
care in the long-term care system. This is, of course, the element 
which has everybody's attention because care in these settings is 
expensive. The number of persons requiring this level of care is 
high and rising; an insurance policy must assuredly cover these 
high costs. 

While I have been speaking of insurance, I have not limited my 
use of the term to private insurance. Medicare and Medicaid are 
insurance programs, vehicles for society to deliver to people in 
need essential, health-related services. Because of aggregate costs, 
these programs have come under tough questioning. Sufficient at- 
tention to what may be needed to broaden these programs, improve 
benefits, and deliver services is largely absent. The compelling cost 
picture seems to force us to the balance sheet, the bottom line, and 
despair. 

Our formal testimony offers three principal points, and I just 
want to hit them quickly. 

Medicare and Medicaid are the fundamental and critically neces- 
sary programs helping to provide for health care needs of Ameri- 
ca's elderly and providing the support families need in that, proc- 
ess. Medicare and Medicaid need strengthening to provide for the 
total health care needs of all older Americans. 

Second, long-term care must he viewed as a continuum of health 
.iiid sun.il service* ranging from those provided in institutional set- 
tings to chose provided through community-based programs to 
thoM« provided in an individuals own home. We believe both Feder- 
al programs and private insurance must cover services such as 
adult day care, home health, respite care, and homemaker assist- 
.inn\ because these services are often best suited to meeting the 
rare needs of an elderly person while allowing that person to 
remain in the supportive and familiar environment. 

Further, community-based, long-term care has distinctive differ- 
ence* from the components of the health care system covered by 
Medicare in that social services often play a larger roie than 
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health services. However, it is an integral part of the overall con- 
tinuum of caie, and should be financed by the Social Security 
System. This could be achieved through a separate title of the 
Social Security Act, a title XXI, or by an expansion of Medicare, 
Medicaid, a program for the poor, should not continue as the prin- 
cipal public response to the urgent and increasing need for commu- 
nity long-term care. 

Third, new initiatives such as long-term care insurance represent 
an interesting approach in helping to meet the cost of care for 
older persons. But in no way should private long-term care insur- 
ance be considered a substitute for coverage currently provided 
under Medicare and Medicaid or for the needed new Federal cover- 
age. 

Moreover, while private long-term care insurance can play an in- 
creasingly significant role in helping to cover services not currently 
covered under Federal and State programs, the cost of such private 
coverage must be spread among the universe of persons participat- 
ing in a particular group health insurance plan so that the costs 
does not become prohibitive 

I will close by saying that the National Council on the Aging is 
eager to work with you, especially in the context of something that 
might be called independent living insurance— as opposed to the 
variety of the health-related ways we define what is needed— be- 
cause we are convinced as an organization working for, training, 
and representing the service providers which deliver services to 
hundreds of thousands of older people, that it is in the context of 
community-based, supportive arrangements, that long-term care 
systems need the greatest amount of support. I would suggest that 
within the community-based part of the long-term care system we 
will get the largest return on public investment, because it will 
build on a huge base of private investment and private initiative. 

Chairman Hkinz. Mr, Sykes, thank you very much. Without ob- 
jection, your entire statement will be made a part of the record at 
this time. 

[The prepared statement of Mr. Sykes follows:] 
Prkfakko Statkmknt ok Jamks T. Sykks 

The National Couru-il mi the Aging. Mr. Chairman, appreciates the opportunity to 
nh,m n* perspeemes with the* committee as to how our Nation can t>est meet the 
!.>ru: term rare needs of the elderly We commend the committee for organizing this 
hearing ami stand ready to work with you to develop appropriate legislative ap- 
proaches to meeting the critical challenges involved in the delivery and financing of 
%iirnprrhen?iive long -term care services 

M\ name ^ .Kimi* Sykes. chairman of the NCOA's Public Policy Committee I 
urn-nHv .rrve. mi .iddinon. as director of public service of the Wisconsin Cheese- 
nt.in .mil 1 . j r 1 1 a former member of the Presidentially-appointed Federal Council 
• •n Aging 

i'h»- National I'oum.l on the Aging has been working to improve the quality of 
i;f»- f»>r . >lil*-r fH-1-.on- -nice P^n Our organization has played an important advocacy 
fii' in pr*irii>ihng public poluv changes to provide vital assistance to the elderly 
And if »he -ame time -uir .irgani/ation and its affiliates have developed and oper- 

i*)m! important innovative programs which directly affect the daily lives of bun 
f j n .j. ,,\ thousand- 'H older people These programs include senior centers, adult dav 

.ir» ,-nip!.)\mi-iii and training, housing, and social and support services 
Oiji t»-tim««n\ wdl examine \ annus aspects of the topics which this hearing l- 

.•■'•-mi»-d (.< i'\p!.ire Hot tbeie are three principal point* we wish to expies> to you 
»oda\ 
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(1) Medicare and Medicaid are the fundamental and critically necessary programs 
helping to provide for the health care needs of America's elderly. Due to uncon- 
trolled health care cost escalation and ill-advised program reductions, these vital 
programs are failing to provide the comprehensive assistance to older persons for 
which they were designed. Medicare and Medicaid need strengthening to better pro- 
vide for the total health care needs of all older Americans. 

(2) Long-term care must be viewed as a continum of health and social services 
ranging from these provided in institutional settings to those provided in communi- 
ty-based facilities to those provided in an individual's own home. We believe both 
Federal programs and private insurance must cover services such as adult day care, 
home health, respite care, and homemaker assistance, among others, because these 
services are often best suited to meeting the care needs of an elderly person while 
allowing that person to remain in the supportive and familiar environment of this 
or her own home. Further, communitv*based long-term care has distinctive differ- 
ences from the components of the health care system covered by Medicare in that, 
in most cases, social services play a larger role than health services. However, it is 
an integral part of the overall continuum of care, and should therefore be financed 
by the Social Security System. This could be achieved through a separate title of the 
Social Security Act (a title XXI), or by an expansion of Medicare. Medicaid, a pro- 
gram for the poor, should not continue as the only public response to the urgent and 
increasing needs for community long-term care. 

CD New initiatives such as long-term care insurance represent an interesting ap- 
proach to helping to meet the cost of care for older persons. But in no way should 
private long-term care insurance be considered a substitute for coverage currently 

Krovided under Medicare and Medicaid or for the needed new Federal coverage, 
loreover, while private long-term care insurance can play an increasingly signifi- 
cant role in helping to cover services not currently covered under Federafand State 
programs, we believe the costs of such private coverage must be spread among the 
universe of persons participating in a particular group health insurance plan so 
that the cost* do not become prohibitive. 

The NCOA believes that tne Congress must examine the topic of this committee 
hearing in the context of improving our Nation's overall health care system serving 
older Americans. Tragically, the current system falls short of ensuring assessible, 
affordable care for older persons at levels most appropriate to their needs. The 
NCOA calls on this committee to play a leadership role in the development and im- 
plementation of: a more responsive and effective health care delivery system, cost 
containment that improves quality of care, restoration of reductions in Medicare 
and Medicaid benefits enacted in recent years, genuine catastrophic illness coverage 
under Medicare, and long-term care options in comprehensive, coordinated, commu- 
nity bar-ed service avntems. 

HEALTH CARE DELIVERY SYSTEM 

The Nation's health delivery system is deficient in ways directly detrimental to 
present and future older Americans. 

More than 25 million persons— including 4.5 million women aged 45 to 64— have 
no health insurance of any kind. 

The quality of care throughout the Nation is uneven, and for many older persons 
nn ess in difficult Primary care providers are "virtually nonexistent/' according to 
the National Health Liw Project, for nearly 20 million people living in rural areas 
and deteriorating neighborhoods. 

The misguided reimbursement policies of Medicare, Medicaid* and private insur- 
ance result in an overemphasis on medical care for older persons and institutional- 
i/ation. when more humane social services, community nursing and community- 
ha*e<i Imu: term rare would be more effective in maintaining many older persons in 
their home en\ ironnient 

Kor those who require nursing home or board and care placement, the choices are 
limited to substandard or too-costly institutions. 

There is evidence that minority group members experience especially harsh 
.uvrss problem* that are likely to contribute to deterioration of health 

Most phv«iic-:nns are products of medical schools that give scant geriatric training, 
.mil mam |>hv*irMns may harlx>r negative attitudes toward older patients in need 
• >l Meadv MipjHirt rather than *pe( mlt/ed treatment 

MKAI.TM rcfttfTH Mt'ST MK C'ONTHOIJ.Kl). tjt'AMTY t'KifiADKl) 

Health ■MO' I'M.- have risen from $1!* billion in l!M7 to billion in In 
'}*.«• national health bill included Hospitals. tlW billion; physicians. nil- 
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lion; nursing homes, $27 billion; drugs and medical sundries, $22.4 billion. The cost* 
are already staggering, and still going up faster than the average cost of living. 

Based on current trends, national health expenditures could reach $756 billion in 
1990 and consume roughly 12 percent of the gross national product. The cost ques- 
tion will not solve itself; it cries out for far-reaching corrective action. 

The first significant national reapon** thus far changes reimbursement proce- 
dures in Medicare. This prospective reimbursement approach does not deal with 
physician fees, which are a major cost element in hospital stays. It also risks the 
shifting of costs from Medicare patients to "private-pay" patients, and discrimina- 
tion against Medicare patient because of the reimbursement limitations. 

Hospital administrators, struggling to comply with the complicated diagnosis-re- 
lated groups (ORG's) on which the system is based, may be tempted to select pa- 
tient* on the basis of ORG reimbursement requirements rather than on the actual 
needs of the patients. Continuity and quality of care could suffer, unless enlightened 
hospital directors and physicians resist negative incentives contained in the prospec- 
tive payment system. 

NCOA Recommendations 

Legislation to extend the prospective payment system to cover all patients. 
Extension of the prospective payment system to doctor fees connected with hospi- 
talization and mandatory acceptance by physicians of Medicare reimbursement fees. 
Introduction of quality care incentives into the prospective payment system. 

MEDICARE RKqUIRCS STRENGTHENING 

Medicare has brought immense gains in access to health care for older Ameri- 
cans. Before 1%5. only 68 percent of the 65-plus population saw a physician once a 
year; now. 83 percent do. Well over 90 percent of Medicare participants have a regu- 
lar source of medical care. Such improvements have undoubtedly contributed to the 
declines in the death rate for heart diseases and strokes within recent years. 

Medicare, however, is often erroneously portrayed as a threat to the Nation s 
budget and a candidate for early bankruptcy because of the rise in the number of 
elders it serves and because it seeks to do too much for them. 

Actually, Medicare's problems spring in large part from fundamental flaws in the 
Nation's health care system. Far from being overly protected, Medicare partici- 
panUt: 

Pay at least as high a proportion of their income today for care as they did before 
Medicare became law ( 
Face new increases in the amounts they must pay to receive Medicares limited 

coverage. 

Medicare, the central element in health care for older Americans, needs nruyor 
reform. But current plans aimed at cost-shifting and cost containmei t do not aim at 
reform They promise little more than heavier burdens on those n ost in need of 
help. Copayments, for example, are a direct charge on those unfortunate enough to 
fall ill; increased copayments would be particularly onerous on low-income Medicare 
participants, who pay a greater proportion of their income for copayments than 
those with higher incomes. 

SCOA Recommendations 

Resist neu attempts to increase copayments and deductibles under the hospital 
and medical parts and premiums under its medical part. (Medicare participants, 
now pu> nut -Hi >x*ket expenditures totaling $1,500. a 122-percent increase within « 

years 1 

Refuse to impose a means test on Medicare recipients. 

Reject proposals to establish a voucher system to supplement Medicare as unreal- 
istic on several grounds: fl) "Shopping" for health insurance in the private market 
would l>e difficult for many older Americans; <2> elders who opt to remain in Medi- 
tare uoti Id probably be those most in the need of treatment; (3) Medicare's base of 
«up|xirt would he diminished at a time when it should be broadened- 

Maintain a freeze on physician fee levels and require physicians to accept Medi- 
care's assigned fee levels. 

Kxpand Medicare coverage to include comprehensive in-home and day care serv- 
ers, health maintenance services, hearing aids, eyeglasses, most prescription drugs, 
toot care and most dental work. 
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Provide incentives for States to establish statewide health care plans, under Fed- 
eral guidelines, to meet national cost reduction standards while meeting individual 
State needs and priorities. 

Provide positive incentives for enrollment of Medicare beneficiaries in health 
maintenance organizations (HMO's) and increase Federal support for development 
of HMO's. In addition, NCOA believes that full Medicare coverage for social health 
maintenance organisations (SHMO's), which are intended to provide a complete 
range of social and health services, should be considered at an early date in the in- 
terests of cost effectiveness and increased support for genuinely comprehensive com- 
munity-based care/support systems. 

Maintain a close watch over so-called private "medi-gap" insurance sold to supple- 
ment Medicare coverage. 

CATASTROPHIC ILLNESS PROTECTION 

Medicare's hospital cost protection does not cover stays extending past 60 days. 
This limitation raises the specter of financial ruin for older persons (and their off* 
spring) in the number of instances in which hospitalization is required for far longer 

periods. 

In an administration proposal would have reduced costs for a typical 6- 
month illness from an estimated $19,000 to $1,580 for the elderly Medicare benefici- 
ary. The price of this, however, would have been a major increase in "cost-sharing" 
required for all other Medicare participants. This proposal would have helped very 
few individuals, since less than 0.05 percent of beneficiaries ever use all 60 days of 
their Medicare hospital benefits. The increase in coverage for such a benefit would 
be more than offset by increased coinsurance and deductible charges to all Medicare 
hospital users. 

One example of the consequences of the administration proposal, provided in a 
study devoted to arthritis policy (15 million older Americans have some form of that 
disease), shows that elderly persons with chronic illnesses generally require more 
frequent but shorter hospitalizations than persons with an acute, catastrophic ill- 
ness. They would suffer severe consequences under the proposal. 

NCOA Recommendations 

Confess design a catastrophic hospital coverage feature under Medicare that 
would not be a tradeoff with cost-sharing requirements made on all persons who re- 
ceive hospital benefits under that program. Catastrophic coverage should be consid- 
ered on its own merits and not as a part of a package deal. 

MKDH-All) — THE POOR NEED COVERAGE, NOT CUT8 

Medicaid is a program limited to low-income persons of all ages. It now serves 
about :u million elderly persons. Nursing home care is key Medicaid service for 
older persons, since Medicare does not cover long-term care. At least $7 billion of 
the $11 :* billion spent under Medicaid for nursing home care in 1981 was for older 

persons. 

A caring Nation cannot justify the simultaneous reduction of taxes for the more 
affluent members of our society while economizing by placing needed health care 
out of the reach of those who cannot pay for it. Further, Americans who are poor 
should not be penalized because of where they live. We must move toward a uni- 
form set of services available in every State. 

To improve the Medicaid program. States should remove barriers and improve 
benefit* lor those who must rely on its provisions for their health. 

\( Y )A Recommendations 

Krmuti- limitation* <>ri the amount, duration, or scope of medical services that 
were imposed to s;iv»» money rather than to meet the health needs of the medically 
indium! 

Keject imposition of copa> merits that restrict eligibility and increase burdens for 
the poor of all ages. 

Kehi-e to require families- f>f patient* m nursing homes to pay part of the charges 
under Medicaid because siah efforts are unworkable and unfair to individual family 
memht-rs who rna> ulr»-ad> have borne much of the brunt of caregiving before insti* 
hiriotiali/atinn became mvissar> 

R»-i»-< t proposal* to reduce the Federal share of Medicaid and si»ek full restoration 
«»r the original Federal share 
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Provide mandated service* to all persons whose incomes are below 126 percent of 

%K!^itional services importont to individual! that prevent or lessen the pain 
and suffering of ill health. , 

Explore ways to reduce institutional costs by making nonlnstitutional care more 
available and provide community-baied, responsive care and support alternatives 
for older persons. The capacity of senior centers and adult day care programs to pro- 
vide a holistic approach to individuals should receive special attention. 

THE ENTIRE COMMUNITY MUST PROVIDE LONG-TERM CARE 

Chronic illness now exceeds acute illness in the United States in ierms of the 
number of persons affected. This major change has not yet received an appropriate 
response by most health care providers. The high-cost, medical model of care (that 
depends on techniques more suitable to acute illness rather than long-term illness) 
is more the rule than the exception. m ... 

As summarized by the Senate Finance Committee: In T982, approximately $13 bil- 
lion was paid out through the Medicaid program for institutional long-term care 
services. Public expenditures have historically followed an expensive medically ori- 
ented approach to long-term core in spite of the fact that many impaired individuals 
are institutionalized because of a lack of nonmedical community-based support serv- 
ices that assist them in maintaining an independent existence. 

Increasing attention has been paid to the development of cost-effective home- and 
community based delivery systems, but difficultiw in coordination among the serv- 
ices grouped under the "health," "mental health," and "social services" labels have 
been formidable. This has significant consequences for government programs and 
private payors. It also has far-reaching consequences for the older persons and 

^/Tnotner* factor with as yet unknown consequences is the growth of large-scale 
chains of profitmaking nursing homes and in-home se-vice providers. 

The chronic health problems of millions of older Americans in this Nation require 
new approaches if the rapidly growing number of vulneraole older persons is to be 
cared for properly. The institutional answer is not always acceptable even though 
for many individuals a nursing home may represent the most appropriate level or 
care. 

NCOA Recommendations 

Help (including in-home services, respite and tax deductions) should be made 
available to families attempting to provide such support. 

Assessment and case management services-to assess the needs or persons requir- 
,ng long term care and to arrange for the appropriate array of services and sup- 
port and adult day care should be specifically identified as ehgbile for reimburse- 
ment under title II! of the Older Americans Act 

Hush-quality institutional care should be provided to persons for whom no other 
care or support i« appropriate, and this care should be made available under a Fed- 
eral State regulatory structure abiding by the following principles: 

■ 1 • The regulatory system shall ensure that all residents of nursing homes receive 
<uialit\ care in a safe environment that promotes a positive quality of life. 

■ tlu- government shall budget sufficient monies to reimburse facilities to pro- 
vide such services and to ensure that state survey agencies maintain a strong 
survev and enforcement program. .... 

.:<> the government shall monitor the system to ensure that tax dollars are spent 
appropriately, an.) that providers, are accountable to the public lor such expendi- 
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rnnuri— *hniiW . Insi.lv monitor a Veterans Administration program providing 
.tnmumtv based liituM.'rm care mtvuvs, in order to adopt and apply models 
dren.ed -invfHHhil b\ theVA . . 

A lults dn\ i-.ifr pn*ram> should be recognized a> a vital part of the total lontf- 
term imp- Hytrin :»»d be available and accessible for functionally impaired adults 
\1ul!ipur|»)M. .emor miters, a. ..k-.iI point* for the actual dell ver> of health. 
,| ffiittrit i-ri.il ediuatit.nal. and recreation services required by chronically ill or 
disabled older per-MHis. he reco^m/ed a- key mmponenN in community care support 

tlet\%i*rk** 
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RECOUNI2INU AND MKKTINO OLOKM PtiMSONs' NEKD8 ALONG THE CONTINUUM OF CARE 

In a recent report on the social and economic impact* of the graying of America, 
the Health Insurance Association of America concluded: "Financial protection 
against the costs of long-term care may well become the dominant financing issue in 
the coming decade." 

The National Council on the Aging concurs in HIAA's projection. But we are con* 
cerned with the traditional, limited perception of long-term care solely as these 
services provided in nursing homes. Nursing homes certainly represent a fundamen- 
tal component of any community's long-term care continuum— but they are only 
one component, notwithstanding their almost exclusive historical relationship to ex- 
isting financing mechanisms. For older people and their families to find adequate 
and appropriate long-term care responses to chronic care needs, a much wider range 
of services needs to be made available and financed as part of a true long-term care 
system. 

The Health Insurance Association of America (HIAA) has recognized the breadth 
of scope of LTC services by defining long-term care as: 

"A complex and interrelated array of health, health related, and social services 
designated to provide preventive, therapeutic, rehabilitative, supportive and mainte- 
nance care for individuals of all ages who have chronic physical and/or mental con- 
ditions which impair the individual's ability to function as his or her own optimum 
level of mental, physical and social functioning." 

The services identified by HIA as essential elements comprising long-term care 
include, in addition to "traditional" medical care services: 

Homemaker services— cooking, shopping, laundry, home management. 

Chore services— less frequent tasks related to home maintenance. - 

Social services— guidance concerning social or emotional problems, advice on fi- 
nancial or legal mutters, transportation. 

Health related services: (1) Nutrition and health education; (2) personal care serv- 
ices: bathing, toileting, feeding, assistance with walking, exercise, medication; (3) oc- 
cupational therapy: medically-directed activities to promote the restoration of useful 
functioning. 

Skilled services: (1) Physical and speech therapy: use of physical or chemical 
agents and devices to relieve pain, restore functioning, and prevent loss of use of 
part of the body; (2) skilled nursing: administration of medicine, changing of cath- 
eter and dressing, evaluation of condition. 

Housing services—provision for continued housing allowances for those undergo- 
ing extensive in-patient rehabilitation; group or congregate living arrangements, in- 
cluding social care and dining and service facilities. 

Also critical are such services as: assessment, case management, and service co- 
ordination. 

These services are offered or assessed through a wide array of community based 
service agencies. They include home care and Hay care agencies, senior centers and 
family service agencies, and many other types of organizations that may offer a 
single service such as a home delivered meal or that may access and coordinate the 
entire array of services such as the "channeling" agencies that are part of the 
ASPE'AoA demonstrations. 

Researchers have established that an individual becomes part of the long term 
can* population not as a result of a particular diagnosis or condition, but from the 
need for supportive services over a period of time. As Scanlon and Feder note in a 
recent issue of Healthcare Financial Management. "More likely than not, the serv- 
ices are nonmedical ratner than medical, and unskilled rather than skilled. Most 
prominent among them are personal care * * # mobility assistance * 9 'household 
a«MManrt' * ' * and supervision." 

c'arnlvne Davi.s. Administrator of the Health ('are Financing Administration 
• lit 'FA' m addressing a recent HCFA conference, both acknowledged that most aged 
persons with functional limitations prefer to remain in the community as long as 
possible and underscored the need lor responses that move away from the tradition- 
,tl institutional approach and toward caring for the needs of the elderly in the com- 
mimttv Many States are now experimenting with home and community-based deliv- 
ers \vstems for trail and disabled individuals. But they are only experimenting— the 
number^ participating are relatively few And the States seem reluctant to expand 
the numbers- Indeed. State Medicaid program administrators are reluctant to add to 
the ulreud) burgeoning costs involved in meeting Medicaid obligations for nursing 
hom»- % an* This provides clear evidence of how high nursing home costs are stymie 
inu the development of community based-services acknowledged to be needed by 
older |H>rson* 
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Our Nation carries out a cruel hoax on older people. When they truly need chron- 
ic, long-term care, they either have to be wealthy enough to afford Mores of thou- 
sands of dollars a year— or must improverish themselves— to be able to access the 
primary long-term care "system" available, the nursing home. To be Medicaid-eligi- 
ble for nursing home services, if the frail older has a spouse, that spouse too must 
be impoverished and yet still somehow try to maintain himself or herself in the 
community. And, moreover, once institutionalised for any significant period of time, 
the older person usually has lost the financial capacity to return to the community. 
Informal as well as formal supports are also likely to be unavailable or inadequate. 

The National Council on the Aging believes that a good part of the dilemma 
facing our country today with regard to the burgeoning costs of long-term care- 
driven by what Ann Somers refers to as the "gerontological imperative"— -is the 
result of the almost exclusive focus on reimbursement for institutional care (nursing 
homes) to the exclusion of services provided in alternative settings which might in 
fact be more appropriate for chronic care needs. Not everyone in nursing Homes 
needs the full range of care provided, but there are few reimbursed alternatives 
available to enable frail older persons to remain in the community. 

Much research confirms that the supports generally needed by frail older persons 
to maintain their physical, psychological and social well-being are of a hybrid social- 
health nature. Mariorie Cantor, president of the Gerontological Society of America, 
identifies three major needs: (1) Socialization and personal development: (2) the car 
rying out of daily living tasks such as meal preparation, shopping cleaning and 
laundry; and ffl) personafassistance during time of crisis or illness. 

We know (hat older people perceive their informal network of family (particularly 
spouse and children), friends, and neighbors as the most appropriate source of sup- 
port, and research has shown that the informal network indeed provides most of the 
necessary support. Family, friends, and neighbors are ready, willing and able to be 
responsive to the needs of the elderly in their midst. But the responsiveness has 
limits, and the willingness wanes when days turn into months and then years. 
Cantor recently reported on a study that showed that the overriding problem for all 
types of caregivers— spouse, children and friends— was the emotional impact of deal- 
ing with increased frailty in a person with whom one is close. Caregivers, mainly 
wives, daughters and daughters-in-law, ate extending themselves to cover all their 
varied roles and any personal time is sacrificed under relentless time and energy 
restraints. As women loin the work force in ever increasing numbers, the stress and 
strain upon them will intensify. What about the physical and psychological toll on 
the individual caregiver? Many of these individuals are themselves old and some are 
frail Also there are at least one third of the elderly who have no children or none 
living neurby. For all of these people, in-home, adult day care and other caring and 
respite-type services are needed and necessary. Yet they are all-to-often not avail- 
ahle or not afforduble. 

A great deal of study has been directed to in-home services and their role and 
value in a cost-effective and humane system of care. NCOA is concerned, however, 
that too little uttention has been directed to other components of community-based 
care. We believe that every community should be able to put into place for its older 
citizens a comprehensive system of coordinated long-term care services. These sys- 
tems should be comprised of a range of care options to support the older person and 
■supplement the assistance provided by family and other informal caregivers, and by 
formal I v organized community agencies and institutions. We strongly believe that 
only a system that supports both informal and formal services and maintains the 
balance between them will result in cost-effective and humane care. Both the public 
and private sectors have a role to play in financing and ensuring the quality of 
these long-term care systems 

NCOA believes that group-oriented services such as adult dn\ care have not been 
adequately supported as part of long-term care services. Yet adult care programs 
are increasing!* serving those with dementia, incontinence and loss of mobility— the 
thr»»»» factors which create the heaviest burden on caregivers and eventually lead to 
nursing home placement. 

While the adult dav care field has grown from a dozen programs in to more 
th.tn I .imiii programs todav. NCOA's National Institute on Adult Daycare 'N1AD' 
ion-Mti«-r> rhe field onlv to be in its adolescence. The availability of adult day care is 
Mill very limited, existing program^ are small, further development has been ham- 
fH-rvd h> tb»- lack of understanding of services and bv the scarcity of third party 
reimbursement and the constant struggle which local programs face to maintain 
funding 

S'Vt-r.ii Mudie- have >hnun adult day care to be a critical and unique component 
in the lomruunitv s uire continuum Adult day care is also becoming increasingly 
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important as a cost containment mechanism. Not only does adult day care save 
money for those Tooting the care bill, but outcome measures show improvement in 
maintenance of functional ability, thus delaying or avoiding more costly institution- 
alization. 

Capitman's evaluation of California's adult day health care program in 1982 
shows that: 

( 1 ) Adult day care serves clients who are certifiable at the SNF or ICF level or at 
risk as determined by the State. 

(2) The adult day care population is similar in functional ability to the SNF popu* 
lation (the more incapacitated group), 

(3) The average adult day care participant's total monthly costs (including all 
public sector costs— adult day health care, other medical in-home services, SSI and 
the State supplement) as compared to SNF/ICF resident costs saves the State $3,180 
per person per year. 

(4) Between 87 and 96 percent of adult day care participants with multiple, severe 
impairments maintained or improved their level of functioning while in adult day 

care. 

A 2-year study in New Jersey released in 1980 which evaluated the functional dis* 
abilities and costs of adult day care participants provided similar conclusions. The 
adult day care population in New Jersey was also found to be one which would 
largely have been institutionalised if it were not for the adult day care programs. 
The study found that adult day care cost New Jersey and the Federal Government 
$1,2 IN less per person than nursing home costs would have been for this population. 
Furthermore, reports from family members make clear that adult care is critical to 
their maintaining their loved ones in the community. Aside from the program's 
ability to increase or maintain a participant's functional capacity, family members 
were grateful for the respite that adult day care provided them from the constancy 
of caring. 

In the words of the spouse of an adult day care participant in her early eighties 
who suffer from multiple medical problems, both socially and physically: "My wife 
has been coming here since July of last year. Not only has she benefited, so have I 
• * * 1 know she is safe here. That gives me some free time for myself. It's been 
helpful." 

The conclusions of these studies and other studies underscore that adult day care 
is, indeed, a true alternative source of care and a cost-effective one. The NCOA be- 
lieves the data makes a compelling case for vigorous Federal support for this vital 
program and other community-based long-term care services. 

Adult day care is just one example of an existing service delivery model at the 
community level that is appropriately responsive to the needs of older people in a 
cost effective way. Other essential levels of a comprehensive long-term care system 
which meets the needs of older persons have also proven their value— senior centers 
and comprehensive nutrition programs, congregate housing, etc.— but not all such 
responses have been integrated into an accessible, affordable system of long-term 
care. 

Health and social programs won't have the opportunity to fulfill either their 
human or fiscal pot' ntial until they are fully recognised as eligible for reimburse- 
ment under Federal programs or by third-party players under private health insur- 
ance 

NCOA joins those who recognized that new approaches must be explored to fi- 
nance the delivery of a true continuum of long-term care and that private insurance 
may represent a viable option to expand coverage for noninstitutional services in 
particular. Whether private coverage is to apply to either institutional or noninsti- 
tutional services, however, we believe that the costs of providing such coverage 
should appropriately be spread among all participants in a group health plan. Our 
Nations sad experience with so-called "med-gap" supplemental Medicare insur- 
ance from exorbitant premiums to policies of limited-value or duplicative cover- 
age- argues for provision of long-term insurance coverage as an integrated part of 
the basic *;roup health plan rather than as an item to be marked on an individual 
basis 

We also have some doubt as to the economic feasibility of LTC insurance exclu- 
sively sup|iorted by premiums paid by elderly policyholders. But we have no doubt 
whatsoever that equity demands that this vital coverage be required as just funda- 
mental a benefit as a basic health plan might provide for the breaking of an arm or 
the birth of a child 

The only real difference which distinguishes an expansive LTC prvate health in« 
sura nee benefit from those examples is that chances are it will be utilized later in 
lite if at all Private LTV coverage should be funded through very modest premium 
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increases assessed across the entire universe of plan participants throughout the 
years they have made contributions or had contributions made on their oehalf to 
the plan; they should in turn be eligible for the LTC benefit if and when it is re* 
quired, whether or not that may occur in pre- or post-retirement. 

The NCOA commends you, Mr. Chairman, for calling this hearing, and we hope 
our insights will prove to be helpful to you and your colleagues as you study the 
important questions relating to the continuum of long-term care services and how 
such services can best be developed and financed through government, private cor- 
porations* and nonprofit agencies. We look forward to continuing to work with this 
committee to define solutions to the crucial problems this hearing is examining. 

And similarly, continuing our tradition of working with the private sector, NCOA 
is already working with elements of the insurance industry to further develop the 
concept of long-term care insurance. 

Chairman Heinz. Let me ask a question of Nancy Versnick and 
Bob Bennedict and Larry Lane. In the survey that was done by the 
American Health Care Association regarding the kinds of insur- 
ance available, you noted that private long-term care insurance 
coverage is available, affordable, expanding, and adequate. 

I would like to focus in on the word adequate. We have re- 
ceived a lot of testimony, not only today, but on many other occa- 
sions, that what is most needed is home health services. Most 
people want to stay out of nursing homes. To what extent do these 
policies, provided by some over 25 insurance companies, provide 
anything in the way of home health care services to keep people 
out of nursing homes? 

I<*arry, I guess you are the expert in this area. 

Mr, Lane. Thank you, Senator Heinz. Basically, the policies that 
are on the market now do not expand coverage into the home care 
area, with one or two policies offering rider coverage that may 
cover home care. 

I think the issue of adequacy as we were looking at it was an 
issue of does an indemnity payment provide a sufficient payment 
for per diem coverage in order that an individual could secure 
quality service. In that context, an indemnity payment of in the 
range of $;J0 to $40 per day, in addition to a cost index/Social Secu- 
rity payment would be sufficient to pay for skilled care. 

I am happy to say in home care benefit, though, that there is a 
second generation of policies that are being developed. I will 
submit for the record a memorandum 1 that we have been using, 
attempting to stimulate insurance companies to offer not only a 
nursing home coverage, but also a home care coverage. The memo- 
randum suggests three basic options— discharge to home care, dis- 
charge to nursing home, or a flow through nursing home to home 
care. 

We are Finding some companies interested in expanding from a 
nursing home to a home care coverage. We are finding very little 
interest because of the concerns of induced utilization of hospital to 
home care. We are working with the National Association of Home 
(are in a joint effort on this. 

I also would like to submit for the record a paper entitled, "Pri- 
vate Insurance for Long Term (.are: Availability, Problems and Ac- 
tions 

Chairman Hkin/.. Without objection, so ordered. 2 

>t-i* I ifrrn ! 
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Well, I asked the (mention because, were someone to pick up the 
testimony and read the last word, "adequate/' without the explana- 
tion that you have just given, they would come, I fear, as Ameri- 
cans have been coming for some time, to the wrong conclusion— 
that there is light at' the end of the tunnel. Right now, there is no 
light at the end of the tunnel. And what you are saying is, yes, 
there are some policies out there that cover skilled nursing care or 
intermediate care. But for other services and costs— companion/ 
home health aide, $5 to $8 an hour, adult day care, $22 to $25 per 
day, licensed practical nurses, $15.50 per hour, registered nurse, 
$43 per visit— there is no insurance out there right now. So in your 
report, I guess I would just have added a fifth category, which I 
would term, "Responsiveness to desires of elderly" and that wouR 
I think, have made a slightly more complete presentation. I do not 
say this to be critical, but just to make sure that no one thinks that 
all we have to do is just do nothing, and the problem will go away. 

Mr. Lane. Every study has a focus, and our study was looking at 
the coverage for nursing home care. We were looking at licensed 
facility care. And, given that nursing home care is the No. 1 cata- 
strophic expense, and that the probability of having that expense 
occur is much greater, actuarially, than is perceived by the general 
public, that expense is what we were looking at, primarily. 

Chairman Heinz. Let me ask Bob Bennedict— we Pennsylvanians 
have to stick together, you know— Boh, in your experience in Penn- 
sylvania, do you know of any long-term Insurance policies that are 
available in our State? 

Mr. Bennedict. There are two or three, but I think it reflects the 
national trend, that they were built primarily off of medi-gap, with 
slow and cautious experimentation around the margins. 

Chairman Heinz. So they do not cover much in the way of home- 
or community-based care. 

Mr. Bennedict. Not to my knowledge. In fact, Larry could prob- 
ably hotter answer that. He has done more of an analysis of indi- 
vidual policies than we have. 

With regard to the light at the end of the tunnel, perhaps it 
should be rephrased, that there is at least a glimmer at the front 
end of the tunnel. For the last 15 or 20 years, we have focused sc 
exclusively on Medicare and Medicaid, particularly Medicaid in 
providing long-term care, and it is obvious that State and Federal 
governments are simply not in a position or inclined to pick up the 
burden that is there. So, having the Congress, having the private 
sector, beginning to express an interest in other ways of getting 
this job done is a glimmer 0 f hope that we all have to track down. 

Chairman Hkinz. Well, it may even be more serious than that. I 
am worried that most people, even today, notwithstanding this and 
other hearings like it. both present and future, do not know they 
.ire in a tunnel, as evidenced by the AARP survey. Does anybody 
disagree with my concern that there are an awful lot of people out 
there who do not realize, as I think the previous panel illustrated 
pretty clearly, that they in fact are in a tunnel, and there is not 
nnlv no litfht. but there is no exit. And. if you have read Albert 
<\imu>. you would know that is not a great position for anyone to 
be in 
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Let me ask whut I suppose would be a health policy question of 
Nancy Versnick. If the private long-term care insurance market 
were stimulated through these policies— let us suppose the one that 
you described in your testimony did become broadly available— is 
there any risk that private pay patients would be occupying more 
nursing home beds and crowding out Medicaid patients? 

Ms. Versnick. I have to speak from Kentucky, because that is 
where I have been in long-term care for over 20 years. Presently, in 
Kentucky— I think my figures are correct— 80 to 85 percent of the 
people in nursing homes are on Medicaid. I do not see a crowding 
out. 

Right now, you do not have an alternative, Senator. You either 
go in as a private pay and spend down to a Medicaid recipient, or 
you are Medicaid before you go in. You just do not have an alterna- 
tive. 

Chairman Heinz. Let me ask you a statistical Question with re* 
spect to Pennsylvania, Bob Bennedict, or Kentucky, Nancy Vers- 
nick. Do we know the number and percent of people now in nurs- 
ing homes in those two States that entered as private-paying pa- 
tients? And can you get that information for our hearing record, if 
it is available? 

Ms. Versnick. I think we could. 

Chairman Heinz. We would appreciate that. It would be very 
helpful in identifying what is really going on. 

In Kentucky or Pennsylvania, isn't there already a problem of 
too few nursing home beds for Medicaid patients? Is that a prob- 
lem? 

Ms. Versnick. Too few for any patients. We have been under a 
moratorium for over 4 years. 
Chairman Heinz. Bob, in Pennsylvania? 

Mr. Bennedict. Yes; Pennsylvania is, I think, the second most el- 
derly population State in the country with regard to proportion. 
The State ranks U4th or IJiith with regard to nursing home beds per 
thousand. 

The State health department has recently estimated that at the 
minimum, we need today about 5,000 new nursing home beds in 
the State of Pennsylvania, and we also are living under a moratori- 
um in Pennsylvania. 

Chairman Heinz. l#t me ask Betty Houchen, Ms. Houchen, 
there is some concern that services are not appropriately target- 
ed—that is, the services that people get are not necessarily the 
.services people need. With insurance, how could we improve our 
effort to target services to people that need them— or are we likely 
to have it go the other way? 

Ms. HoucHKN. With insurance coverage, there would be payment 
for the services that f hese people need in the community. Right 
now. there is no pay.nent available for agencies trying to provide 
the services. So. if the patient is not eligible or not covered by Med- 
icare or private insurance, there just is no payment available, and 
patients either receive limited benefits— we as a public agency do 
provide services that are supported by city general fund money, so 
we can provide some of these services to the indigent or for those 
who have no third party reimbursement. But that is very limited, 
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and there are many other types of community services that do not 
have that funding support to do that 

Chairman Heinz* Ir we were successful in doing what we have 
been talking about today, do you think that independent living in- 
surance, long-term care insurance— call it what you will—would di- 
minish the role of families, who now give most of the care, and in* 
crease the reliance on paid caregivers? 

Ms. Houchen. No, I do not believe so. I believe that the majority 
of the families who are able to care for their parents or the mem- 
bers of the family who need the help would continue that, but 

Chairman Heinz. How can you be so sure? 

Ms. Houchen. I think they are committed to having that person 
remain at home. And the people we see, we work with the families; 
we do not substitute for the families* That is one of our criteria for 
service, that we take that family to take care of the person in the 
home. We provide supportive services so that person is able to keep 
the patient in the home. 

And my feeling is the majority of people we see want to do what 
they can, but they, by their own physical conditions are limited— 
which we heard from the previous panel. The couple I cited, who 
are in their nineties, by reason of age, are limited in what they can 
do. But the families we see do do what they can, and we provide 
only supportive services to supplement that. 

Chairman Heinz. And yet, of course, we all know that there are 
not enough services available— home health aides, licensed practi- 
cal nurses, registered nurses— on an outpatient basis. Why 
wouldn't insurance cause more utilization of those services I just 
mentioned? 

Ms. Houchen. I believe you would see more utilization, but it 
would be because the need is there and not being met now. 
Chairman Heinz. It would not be a replace of care given? 
Ms. Houchen. No. 

Chairman Heinz. We do not have respite care — well, I suppose 
you could look at adult day care as respite. My feeling is — ana this 
is not an argument against having long-term care insurance— but 
that there probably is going to be more utilization of what I might 
call respite care. I think we have an awful lot of families who get 
stretched to the breaking point and need a break. 

Ms. Houchen. Yes. 

Chairman Hkinz. So— I am not an expert, and you are, but that 
would be my host guess. 

Ms Holthkn. One point on respite care is that on companion or 
home health aide, I think you could look at that as a type of res- 
pite care, too. Our home health aides, as we are able, will remain 
in the home for many hours at a time to provide the caregiver time 
to gM out 

Chairman Hkinz. Jim Sykes. one of the things you mentioned in 
your statement is that you feel that our Nation's sad experience 
with so-called medi-gap. supplemental medical insurance, argues for 
pruviMon of lung-term care insurance as part of an integrated, 
basic group heal.h plan, overall, rather than market it on an indi- 
vidual basis You have two thoughts there. 

(>n«\ f gather* you feel that i;v»di-gap insurance has been much 
motv a bu>i than a boon; is that correct 0 



mk~- Mr, Sykes, That is correct. 

Chairman Heinz. Should Congress And a way to preempt the 
medi-gap insurance market? Should we provide under Medicare, 
the kind of so-called catastrophic coverage that often is a part of 
medi-g^p insurance? Most people say that that is a pretty profita- 
ble part of those insurance policies. If we include it under Medi- 
care, it would not cost the Government a lot; we could probably 
find a way to make that up. I happen to favor doubling the excise 
tax on cigarettes, and I have a bill in— MIR A, the Medicare Incen- 
tives Reform Act of 1984— that does what I just described. 
Is that a good idea, to preempt medi-gap policies as I have de- 
«"■-.» scribed, so that people begin to understand that maybe the gap in 
f~; medi-gap isn't much bigger, or a much wider chasm than they ever 

realized? 

Mr. Skyes. Senater, I think the essential problem that we have 
in the national discussion in this area comer* around gap filling. 
The insurance discussion has to do with what are the exposures, 
what are the risks, and how do we cover for them. There is an as- 
>. . sumption that there is a set of discrete risks and exposures, and for 

each of these, we must provide some kind of coverage. 

What I have argued here today is that we must really move as a 
society to long-term care as a system-building concept as opposed to 
gap filling. Every one of the efforts to fill a gap will have all kinds 
of problems because it appears to presume that somehow, what one 
needs at a particular time is a discrete service, and one can find it 
if one has a case manager, if there is a program. You need excep- 
tional people to be sure that at the moment in one's life for which 
there is a gap to be filled, there is somebody who can help one fill 
it. 

What I have tried to suggest, in a way that I think is consistent 
with some other national policies in our world, is that if we ap- 
proach long-term care insurance as a gap filling or as a problem- 
solving device instead of a community system-building one, we will 
always come up short. 

And what I have argued is that within a community setting, for 
example, while we may be able to pay for the physical therapy 
somebody needs, that same physical therapist, in the community, 
will be able to help another fiv<? or six people in the preventive 
an a. with help thai they need bu! for which there is no reimburse- 
ment. 

So my concern is to see how many ways we can help build essen- 
tial community components of the long-term care system, rather 
than filling gaps. The first one has to do with the family, like res- 
pite care, and all the ways families can be helped— at little or no 
cost * -to provide essential care for the family member in need. And 
the extent to which we deliver services in a community, either 
home health services directly to one in her home or through com- 
imimt\ facilities and programs, such as I have in Sun Prairie, WI. 
w<» are not only going to care for that one specifically at the 
moment sht- needs help, but we will be developing a caring commu- 
nity that is. in effect, the best insurance policy we can have. Efforts 
to define losses, set premiums, pay for discrete services are mis- 
guided, in my judgment. 



Chairman Hkjnz. You touched on this subject indirectly just 
now, and in your testimony. It is really touched on whenever 
people use the term, "continuum of care." There is a dichotomy we 
do not often recognize between the medical model of providing care 
and the social model. Medicare, medi-gap, Medicaid policies are 
based on this medical model: "You are sick, and we are going to fix 
it/ 1 It is the old American syndrome of, you see a problem, and you 
solve it. And that is the medical model. The best practitioner of 
that is a surgeon. He looks at you, he says there is nothing wrong. 
The next day, he has opened you up and sewed you back together. 
That is American "can-do". 

Why are so many of our policies and programs tied to the medi- 
cal model, when we know that it is really, I suspect, most often the 
social services model that helps people to recover the most? 

The best example was our witness from Pennsylvania, Ella 
Thomas. A lot of her problems could have been helped— not solved, 
but helped— if she got a little advice, not surgery. 

Mr. Sykks. Well, strangely enough, we have inherited a system 
that actually had some pretty good bases. Back in the communities 
years ago, the doctor was the one who knew the patient, under* 
stood the family and the circumstances. And when that person 
came to him with some kind of a particular problem, that doctor 
was in the position not only to do a physical diagnosis, but he was 
also able to see that person in a social context. 

Rut, as we look for ways to administer programs effectively, we 
try to avoid problems created by too many people coming into the 
system. We have come up with a system of triggering insurance 
payments or health services by a physician making a finding of a 
diagnosable problem that can be treated by a specific application. 
And that flies in the face of what we know about older people with 
multiple problems, how they live, and what their needs are. Our 
discussion today tries to ask, how can we modify that kind of ap- 
proach to providing the services we need? In fact, the witnesses 
have argued that is not the way to meet needs. We have got to 
build a caring system, of which doctors and medical services are 
only a part. We ought to divert a few of those medical doctors from 
providing acute care to provide long-term care. To make the long* 
term care system work, we cannot shift "excess" dollars from the 
medical side to enable us to provide social services. The argument 
that I have been making is that it is going to take more dollars, 
because most services delivered by medical professions in nursing 
homes and in the hospitals are essential services; we fool ourselves 
to think we can shift health dollars to strengthen the social sup- 
port system thai people need very badly. 

Chairman 1 1 kin/. I have some questions I will submit to all of 
sou for t hi* record, and I will give you a chance to make any addi- 
tional comments you may have in a second. 

I do want to bring up one question. I suspect 1 should address it 
in Jim S\kex As you know, this committee has an interest in home 
eqoit> and home equity conversion. A lot of people are talking 
about ihiim home equity to f inance long-term care. 

We had a hearing called "Sheltering Americas Aged," and at 
Tli.it hearing, one of the witnesses said that the net home equity 
hiiiduii> of older individuals currently in need of long-term aire is 
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probably $70 billion or more, and that 56 percent of all homeown- 
ers could generate $3,000 a year or more out of their home assets 
to pay for long-term care. 

Assuming that those statistics are in the ballpark, what do you 
think are the barriers to tapping that equity, and if the barriers 
could be removed, how should that equity be used to provide for 
community-based long-term care? 

Mr. Sykes. I ippreciate the opportunity. I keynoted the first con- 
ference on home equity conversion to discuss home assets and how 
they can be used. Your question refers to barriers, and I think first 
off, that home— for those 70 percent who own their homes, of 
which 80 percent have paid-up mortgages— represents the very es- 
sence of their lives. Homeowners can say, "This home is mine; I am 
still self-directing, and the best evidence I have is that I live in my 
home." So the idea of spending down some of that asset is very, 
very difficult for people to accept and to understand. In a sense, it 
is like thinking that I could give you a part of my child's life, a 
little each month. So, we have an attitude problem. 

Two, we have kind of an insurance policy attitude about this that 
says if these services ought to be mine by virtue of the fact that I 
live in the community, or that I have been a taxpayer all these 
years, why should you figure out some way to make me pay for 
these same services out of my estate or out of what I earned, while 
others may not need to do this? 

They have had an attitude for a long time that their home is a 
contribution to the next generation; in a sense, they say: "I am a 
part of a society that is going on and on. I am not just the receiver 
of cash or services late in life, but I am also one who contributes. ' 
That whole concept is very deeply embedded in the minds of 
people. We have to find simple ways to make home equity conver- 
sion acceptable. 

Chairman Heinz. What is the bottom line? 

Mr. Sykes. Home equity conversion holds great promise so long 
as it provides more choices for older persons to use their own assets 
to enrich their lives in ways that they choose. Community services 
and national programs should be financed in a progressive, broad- 
based manner— not through a direct, mandatory dissaving system. 

Chairman Heinz. I guess the way I would summarize what you 
just said is that you think home equity conversion should be facili- 
tated, but for income maintenance purposes as opposed to health 
care. 

Mr. Sykes. Yes; voluntary options for enhancing life as people 
riii misc. rather than mandatory requirements to pay for services 
that should he provided bv the community and Nation. 

Chairman Heinz. Are there any further comments? 

Mr Lank. I would just add. Senator, one of the real problems in 
home equitv conversion is it is a gamble. We are in an area where 
changing actuarial demographics suggest a significant change in 
t h«- lifespan on the upper end. Therefore, if an individual takes the 
gamble of home equity conversion, which generally has a payout 
period of about III years before the financing really runs dry, you 
haw a portion of individuals taking advantage of an opportunity 
too early and then creating significant problems if they outlive 
that period of time. 



1 think it is a very promising area, and it certainly deserves the 
continued work of all of us, looking at how do we come up with 
diversified ways that make or offer use of resource and income. 

I might say it is part of a victory, in part, Senator. You men- 
tioned that I had helped you back in the days when you were in 
the House, and we got the Republican task force on aging under- 
way, which was even a forerunner of the House Committee on 
Aging. 

Chairman Heinz. That was even before Claude Pepper became 
the senior citizens' sex symbol. [Laughter.] 

Mr. Lane. We are aging gracefully, Senator. But looking back at 
that period of time, our focus was income. Some of our successes in 
the income area have given us this opportunity to look at private 
insurance, at home equity, and at other ways— annuities and re- 
sources, unlocking those resources— for a share of the elderly, their 
income and wealth distribution is better than it was 20 years ago. 
So, in looking ahead, we are really saying, thanks to some of our 
initiatives back 20 years ago, the elderly are in better income pos- 
tures in many ways, in pensions and in Social Security. 

Chairman Heinz. Larry, thank you. If there are no further com- 
ments, I want to thank you all for being very helpful to us. Thank 
you for coming, long distances and shorter distances, both. 

Ms. Versnick. May I say one thing, Senator, just a personal ob- 
servation. In Kentucky, we do have a facility in a remote area of 
northern Kentucky, that has 15 to 20 percent of our patients who 
are on private long-term care insurance, and to talk to those resi- 
dents, and to know that their assets are not being taken away, that 
they can be cared for and their families can come in, it makes 
much, much difference in those families. So it is viable. 

Chairman Heinz. Ms. Versnick, thank you very much. 

Our last panel consists of Barbara Matula and Art Lifson. 

Ms. Matula, you are the director of the Division of Medical As- 
sistance of the North Carolina Department of Human Resources, 
Raleigh. NC. Would you please proceed? 

STATKMKNT OF BARBARA I). MATULA. RALEIGH, NC. DIRECTOR, 
DIVISION OF MEDICAL ASSISTANCE. DEPARTMENT OF HUMAN 
RESOURCES. STATE OF NORTH CAROLINA 

Ms. Matula. Thank you, Senator. You have also managed to slip 
another Pennsylvanian on your panel. 

Chairman Hkinz. Are you an escapee — maybe we can get you ex- 
tradited We would love to have you back. 

Ms. Matu.a. I am a coal miner's daughter from Ha/.leton, PA. 

I have also served recently on a national Medicaid reform project 
that has considered so many of the issues that we have talked 
about today, the heart of the issue being that we lack a national, 
comprehensive strategy on how we are going to pay for and provide 
long-term care When I say "long-term care," I do always mean 
home care as well as nursing home care. 

Hut this has caused some really serious inequities in financing 
that affect both taxpayers and beneficiaries alike, some of which I 
think might surprise you. 
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1, of course, like to beat up on Medicare a whole lot because of its 
failure to meet the needs of the elderly in long-term care services, 
and 1 hope that we will not excuse Medicare's failings, simply be- 
cause of their problems with financing now. Any serious look at 
Medicare reform has to take into account the issues that we have 
heard here today. 

But, in the absence of Medicare reform, the States have had to 
All the vacuum, and we have become the major financier of nurs- 
ing home care through our Medicaid Programs. Now, last year in 
North Carolina, only 16 percent of our over 400,000 Medicaid-eligi- 
bles in the State were over 65 years of age. Yet they spent 40 per- 
cent of our $567 million budget for Medicaid. And even more shock- 
ing than that, three-fourths of what was spent for the elderly in 
North Carolina under Medicaid was spent for nursing home care 
alone, to benefit 27,000 elderly people. 

Folks who are in competition with the elderly— and I have not 
even begun to talk about the disabled; the numbers are almost 
equal, if not higher— are the poor families and children we thought 
we were here to serve. A child in the Medicaid Program is costing 
the State about $400 per year for comprehensive care, compared to 
the $6,000 a year that we are paying to supplement nursing home 
costs for the elderly. 

In our State, 70 percent of nursing home revenues come from the 
Medicaid Program; 25 percent from private pay patients, and a 
scant 5 percent from Medicare. 

We feel that about half the patients who enter as private-paying 
patients become eligible for Medicaid. The other half do not often 
stay long enough to require assistance. Not everyone is in a nurs- 
ing home for 2 years or more. Some are there for short-term, recu- 
perative stays, and the families struggle, but are able to pav their 
costs. But of those who are there for extended care, we feel about 
half the private-pay patients end up on Medicaid. 

And we have been talking so much about gaps. But I partly hold 
Danny Thomas responsible for the misunderstandings that the el- 
derly have. They trust him, and they believe him, and I listen to 
him, and I get angry, when he says that his medi-jgap insurance 
policy is going to pay for everything Medicare doesn't— and that is 
the key. This marketing approach suggests it will pay for every- 
thing that Medicare does not, rather than admitting it covers only 
your portion of costs for what Medicare will allow. It covers that 
part of the bill which is charged to you— and that is all that medi- 
gap is. 

unfortunately, the elderly learn better when they find them- 
selves in a skilled nursing home or in an ICF, which is not covered 
at all And while we may be very knowledgeable about the differ- 
ences between ICY and SNF, and these acronyms slip off our 
tongues. The differences are meaningless to the elderly and to their 
family members. 

So/during a lengthy nursing home stay, a lifetime of savings and 
investments, and finally, property, is exhausted, and the:i Medicaid 
will step in Once the assets are gone, we will step in. 

We test income as well as assets for poverty, and that is where 
the inequities fall hardest for the elderly. We pay the difference, as 
I said, of an average of about $500 a month to supplement the $")()(), 
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Cfl $fiOO, $700, or $K0U the? patient has as a monthly income, to pay the 
ife: monthly nursing home bill. 

r It probably will not please you to know that there are also folks 

fr who receive Medicaid who were not always poor, and who did not 
f; become poor because of a nursing home illness, but who received 
sound legal and financial advice on how to divest themselves of 
their substantial assets in a timely manner. There are limits, of 
\ course, on when they can apply for Medicaid, but those with the 
most assets to protect naturally will have good advice, and will be 
Medicaid eligible under the same basis as those who first exhaust 
their resources. Their monthly income will be applied, and we pay 
the difference. So we are the ultimate medi-gap insurance policy, 
except that we do cover long-term care. 

I will leave to the insurance experts the discussion of risk and 
base, and all that, but I would like to make some marketing sug- 
gestions to them. 

One of your staff told me that I was going to be remembered for 
suggesting that we market long-term care insurance under the 
term, "cover your assets, M because that is precisely what a long- 
term care private insurance policy will do; it will protect the assets 
of the elderly— and they will not be the only beneficiaries. Their 
children and grandchildren who hope to inherit those assets will 
; also benefit. So, concentrate your marketing strategies on the 

middle-aged "beneficiaries," as well as on the elderly Medicare 
beneficiaries. 

I would say that— and I am sorry the red light is on; I should 
talk faster, but I can't— I am from North Carolina— the real ques- 
tion that we are facing is: Who is our mothers keeper? The aver- 
age nursing home patient is 81, white, female, widowed. Who is our 
mother s keeper, and who is responsible for the cost of her care? 
Should we continue to make people who face catastrophic illness 
pay their own way? Should we recognize Medicaid for what it has 
become and extend its coverage to the middle income? Or, should 
we add on something like long-term care insurance, either private- 
ly or through the Medicare Program as an option? 

Thank you. 

Chairman Hkinz. Thank you very much, Ms. Matula. If you hH 
stayed in Pennsylvania, I am sure you would have completed your 
statement before the red light went on— and covered exactly the 
same material. (Laughter.) 

(The prepared statement uf Ms. Matula follows:) 

PkkI'ARKd Statkmkmt ok Bakbaka I) MaTI'LA 

\ « if. Im.i i - arming trV top !»» State's in America noted for the growth*!!) its- 
»-!.|i ilv j.'ip'ii iu**r \^ niir iiti/fti* Uw lunger, their chances of requiring nursing 
h-iinr mm- in. fiMM' dramatically The need for both institutional and noninstitu- 
r. 1! I.rfi^ «i»riii »ur»- M-rvice*. is growing and we must address the critical issues of 
h-iA. .t- .1 N.jtiim. we i .hi beM provide and pay lor that care 

ih«- ah-*» i- -if .i itirnpri'hwi^w national strategy for long-term care create* a m*- 
t i \\* if: "it hr.iirh i .in* -\M«*m and causes serious inequities in iinanc ng that 

\- »»;r- .-litMfU and clis;il)lt-d depf-nd «»n it know. Medicare coverage of nursing 
»: *»-r\... - .* minimal, at beM Or Robt«rt \ Butler, former head of the National 
I' •? ♦ f \. *.iid With Mi'duare. vm- >et up a s\-*tem fur old people that 
■••! r.. :«» var*. old It often ha- little to do with the disorders old 



While it may to mi inopportune time to suggest that long-term care services be 
added to the Medicare program with all of its current financing problems, we 
cannot simply dismiss the iisue by pleading Medicare insolvency. Any serious look 
at Medicare reform should include proposals to close the long-term care coverage 
gap in an efficient and cost-effective manner. 

The historical failure of Medicare to provide extended care coverage has had a 
major impact on Medicaid expenditures in the States. In an attempt to fill the 
vacuum. State Medicaid programs have become the major financier of nursing home 
care. In North Carolina, 70 percent of nursing home revenues come from Medicaid, 
2f> percent from private-pay patients, and 5 percent from Medicare. 

Medicaid was designed originally to provide comprehensive primary and acute 
care for needy families with children, and to supplement the Medicare program for 
the States neediest and disabled citizens. 

Last year in North Carolina, only 16 percent of our Medicaid eligible* were 65 
years of age and over, yet they spent almost 40 percent of our $567 million Medicaid 
budget. Three-fourths, of their costs or $166 million was spent on nursing home care 
alone. 

Over half the patients who enter nursing homes as private patients end up on 
Medicaid. And while this has a dramatic effect on State Medicaid budgets, it also 
has a devastating effect on personal and family budgets. 

Too many elderly persons believe Danny Thomas when he assures them that their 
Medi-gap policy covers what Medicare doesn't pay for. The harsh reality comes to 
light when the patient needs extended care either in a skilled or intermediate care 
facility and Medicare/Medi*gap is not available. 

Family members struggle to supplement their parents' monthly incomes to pay 
for needed care but a lengthy stay for Alzheimer* disease patients, for example, can 
quickly exhaust a lifetime of savings, investments and finally, property. When the 
patient's assets are exhausted he or she may become eligible for Medicaid which 
then pays for the difference between the patient's monthly income and the bill. 

In addition to paying for those who become impoverished as the result of a 
lengthy confinement, the Medicaid program is also paying for the care of those who 
anticipated the risk of entering a nursing home later in life, and legally divested 
themselves of their assets before the need for care was apparent. 

The more assets a person has to protect, the more likely they are to receive finan- 
cial und legal advice on divestiture. Thus their legacies to their heirs are protected 
from the risk associated with extended care. 

My pooint is this— that the Medicaid program has become the ultimate Medi-gap 
insurance policy covering long-term care services not only for the poor, but the for* 
merly well-to-do as well. 

This seriously erodes the original intent of the Medicaid legislation and causes in- 
equities within and without the population it serves: 

Needy families and children must compete for scarce Medicaid dollars with the 
elderly and disabled. 

The elderly and disabled often lacking sufficient information on long-term care 
costs and Medicare coverage or noncoverage of those costs have no where else to 
turn 

Persons with considerable assets to protect are more likely to divest themselves of 
those assets ti. receive Medicaid coverage, which was intended for the poor. 

Persons who have not divested themselves in a timely manner are left to pay the 
full cost of catastrophic illnesses until they become poor. 

This is why 1 believe that in the absence of structural Medicare reform or as an 
interim ^tep. the concept of long-term care insurance is a viable one. 

To provide m.entives and to assure the solvency of such an approach I would like 
to make the following observations. 

RISK 

Onl\ "» percent of the Nation's elderly are currently institutionalized. With contin* 
ueil rxpsitt-tiin dI home and community based alternatives this number should not 
inerfMM* *igmfaantl\ in spite of the increase in the elderly population. If most of 
th»- elHerlv were enrolled in a l/H* insurance program 'which included home care as 
wHl ,i< nursing home care 1 there should he a large enough base to cover financial 
risks, provided strict measures are in place to control utilization. 
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INCENTIVES 

A strategy to market long-term care insurance would require an initial education- 
al effort to ensure that thoae at risk understood the current Medicare limits on cov- 
erage. 

In planning for retirement, workers need to know that their savings are in Jeop- 
ardy should' institutional care be required. Early enrollment in LTC insurance plans 
may be the only way to "cover their assets 19 and safeguard their holdings to pass to 
their children and grandchildren. 

Qiven this information, marketing strategies should include not only the potential 
Medicare beneficiaries but their adult children as well, who, in fact, become the 
beneficiaries of the estates if they are protected. 

WHO SHOULD PAY? 

Unless long-term care services are added to Medicare, Medicaid will continue to 
be the primary "insuror" for these services for both the rich and poor alike. We are 
faced with the dilemma of deciding either to continue our current policy of requir- 



ing those with catastrophic illnesses to pay their own way, or to recognise that Med- 
icaid has become a taxpayer-supported insurance program for those who plan ahead. 
Lettf-term care insurance could ease the financial burdens on the individual re- 



Ji^ring extended care and on the family members who also stand to lose their in 
herttances. 

Government support of this proposal at both the State and Federal levels is essen- 
tial to insure equity for taxpayers and beneficiaries alike. 

Chairman Heinz. The next witness is Art Lifson, chairman of 
the Health Insurance Association of America Task Force on Long* 
Term Care Insurance. 

STATEMENT OF ARTHUR LIFSON* WASHINGTON, DC, CHAIRMAN, 
TASK FORCE ON LONG-TERM CARE INSURANCE, HEALTH IN- 
SURANCE ASSOCIATION OF AMERICA, ACCOMPANIED BY 
JAMES A. DORSCH, WASHINGTON COUNSEL 

Mr, Lifson. And I have never been accused of talking too slowly 
so, as a native New Yorker and proud of it, here we go. 

I am Art Lifson, assistant vice president of the Equitable Life As- 
surance Society of the United States. Today, I also represent the 
Health Insurance Association of America. With me is James A. 
Dorsch, Washington counsel of the HIAA, 

As an industry, we share the concerns of this committee about 
the financing and provision of long-term care services for our ex- 
panding elderly population. 

The current financing of long-term care is approximately equal 
between public and private sources. There would appear to be a 
growing concern on the part of Government particularly State gov- 
ernment, that they will be unable to meet their obligations as the 
population ages and greater demands are placed upon the Medicaid 
program. 

If there is the expectation that the private sector involvement in 
long-term care must expand, which I share, then there is a need for 
a public discussion and resolution of at least three items. You 
touched upon them this morning, and so I will make my brief com- 
ments even briefer. 

The first is individual responsibility. To what extent will individ- 
uals be held responsible for financing their own long-term care 
needs. 3 Do we as a society expect them to bear an increasing 
burden or a decreasing burden in the future? Are we willing to en- 
force existing rules on divestiture of assets or possibly make them 
stiffer? 
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Savings— what is the purpose of savings? We have recently in- 
creased the incentives for workers to accumulate larger capital 
assets than they would otherwise. For the most part, these incen- 
tives require deferral of receipt of income until after age and 
therefore are tied in many persons' minds to retirement. To the 
extent that these incentives for increased savings work, and they 
seem to be, then we can expect that the future retiree population 
will have greater personal wealth than is the case today. In addi- 
tion, we can anticipate, because of ERISA and the changing nature 
of the work force, that many more individuals will retire with sub- 
stantial pensions than is currently the case. 

To date, we have not really had a public discussion of what we 
expect individuals to do with this increased wealth. Do we expect 
them to fund more of the long-term care bill from these tax prefer- 
ence amounts? Do we expect them to leave them in an estate? Are 
they even aware of what our expectations are, if we know what we 
expect of them? 

That brings me to my last point— the awareness of the long-term 
care risk. Among the general population, even among 65 and 70 
year olds, there does not seem to be the level of awareness of the 
risk of needing long-term care services that is necessary to provide 
incentives for individuals to protect those hard-earned assets. 

I believe that we need a major public education effort in order to 
increase the public's awareness of this risk. A beginning effort at 
that is the report of the task force, which I chaired, on "Long-Term 
Care: The Challenge to Society." 1 

I am happy to report that the industry will be holding a confer- 
ence on December 12 for itself, to educate itself about long-term 
care—what the prospects are, what the challenges and opportuni- 
ties facing the industry are. Some of the challenges covered in that 
report concerning long-term care insurance products include such 
things as defining what is custodial care and how does one account 
for it; adverse selection; induced demand, et cetera— the pricing of 
a product. 

There are several prototype insurance policies available in the 
marketplace. We are learning from them. The Firemen's Fund has 
one policy that has about 15,000 policies in force, and there is an- 
other company which I am familiar with. 

Kach of these new ventures into the marketplace provides the in- 
dustry with additional information on the feasibility and viability 
of private extended care insurance programs. Private insurers 1 in- 
volvement will in all likelihood not be limited to insurance prod- 
ucts, however, because we are now defining ourselves as financial 
services incorporations. Products could also include investments in 
life care communities and social/health maintenance organizations. 

Finally, we should not lose sight of the fact that some— I do not 
know what proportion— of the 50 percent of long-term care which 
is financed by individuals comes from annuities, pensions, and 
other income replacement policies sold by insurance companies. I 
anticipate that those will, in fact, increase in the future. 
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The industry, my company, and myself, certainly offer our serv- 
ices to this committee and any assistance that we can be to you in 
exploring this matter further, you just have to call on us. 

Thank you, Mr. Chairman, 

Chairman Heinz. Mr. Lifson, thank you very much. Your pre- 
pared statement will be entered into the record at this time. 
[The prepared statement of Mr. Lifson follows:] 



1 am Arthur Lifson, assistant vice president of the Equitable Life Assurance Socie- 
ty of the United States. Today, I also represent the Health Insurance Association of 
America. With me is James A. Dorsch, Washington counsel of the HIAA. The HIAA 
is a trade association, representing some 335 insurance companies. Our members 
write over 8ft percent of the health insurance provided by insurance companies in 
this country. 

We appreciate this opportunity to comment on financing options for long-term 
care. We commend this committee for identifying long-term care as a major health 
policy issue. This important and complex problem requires thought Ail and balanced 

debate. 

As an industry, we share the concerns of this committee about the financing and 
provision of long-term care services to our expanding elderly population. 

More than 2 years ago, an association task force was established to explore this 
issue. A report. "Long Term Care: The challenge to Society,' 1 produced by the task 
force, is attached. In December, an industrywide conference will build on the task 
force report and expose industry representatives to the range of long-term care 
issues from a variety of perspectives. 

Industry representatives have participated in numerous conferences and hearings 
called to bring interested parties together to begin a broad abased effort to resolve 
some of the problems. In addition, individual companies have set up groups to ex- 
plore the feasibility of private sector participation. 

In its deliberations, the HIAA Long-Term Care Task Force identified some of the 
problems associated with the development, administration, and marketing of a long- 
term care product. These problems are not trivial. Solutions are not easily arrived 
at. And even if possible solutions are found, these will have to be tested in the mar- 
ketplace to see whether they will work. 

Some of the areas which pose problems for the health insurance industry include: 

The need for better tools to assess the level and type of care required for people 
who often have multiple physical problems, sometimes accompanied by mental im- 
pairment Care needs may shift from highly skilled health professional services to 
lower levels of custodial care. 

The question of how to deal with custodial services which account for a large por- 
tion of extended care needs. The industry is geared to deal with medical and medi- 
cally related problems. The range of activities of daily living— bathing, dressing, 
feeding -and companionship and other social support services falling in the custodi- 
al side of the care spectrum are beyond the current scope of insurance coverage. 

Adverse selection, where demand is concentrated in a high risk population! is also 
of critical concern. If a balance between high- and low-risk insureds is not main- 
tained, premiums may not cover claim costs, threatening the financial stability of 
the program. To compensate, the premiums may be raised to a level which would be 
attractive only to those moat at risk, thereby compounding the selection problem. 

Then* is considerable uncertainty about the additional demand which will be gen- 
erated if long-term care coverage is offered. Little is known about the extent of care 
currently being rendered by family and friends. Projected utilization, a critical 
factor in premium pricing, offers considerable challenge to underwriters and actuar- 
ies 

Pricing difficulties abound for a benefit paid out years after premium levels are 
set The rates have to reflect dynamic risks such as cost inflation, consumer tastes, 
consumer income, technological advances, and new care modalities. 

A regulatory framework, conducive to the development and marketing of long- 
term care products has yet to be developed. For example in California, home care 
benefits are deemed to be more akin to disability income coverage, than to tradition- 
al medical expense coverage Prefunding benefits at younger ages will involve con- 
sideration of cash values. A practical regulatory framework needs to be shaped to 
accommodate the successful underwriting and marketing of longterm care coverage. 
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Other areas requiring further examination include ways to educate consumer! to 
the potential need and costs of long-term care services to heighten awareness of the 
desirability of factoring long-term care requirements into retirement planning, the 
structuring of products for the under-65 population, and the development of incen- 
tives to encourage the purchase of long-term care coverage. 

We are dealing with an uncertain environment. Gathering supporting data and 
experience will be a costly and time consuming process. 

The commercial health insurance industry is involved in long-term care financing 
on a limited basis. For example, the Fireman's Fund has been test marketing for 10 
years and currently has about 15,000 policies in force. Over the years, the policies 
have been modified to reflect experience and various State regulatory restrictions. 
Coverage is for a maximum confinement of 4 years in a skilled nursing facility, a 
iluily benefit of up to $70 and a 20- or 100-day elimination period. Because of con- 
terns about jeopardizing the plan, the company is proceeding cautiously in order to 
gain a thorough understanding of the product. 

The United Kquitable Insurance Group has marketed some form of nursing home 
product sinci' the mid 1970's, and current policies in force exceed 60,000. The origi- 
nal plan, covering 1 year of skilled care, was revised 4 years ago to cover 4 years of 
skilled care and up to 12 months of intermediate or custodial ca»e at a reduced level 
of reimbursement. . . 

Kach venture into the marketplace provides the industry with additional informa- 
tion cm the feasibility and viability of private extended care r trance programs. 

Long term care may well be the major health policy issue in the coming decades. 
The industry and individual companies are exploring the problems and seeking solu- 
tions Both government and private resources are required to meet current challeng- 
es and plan Tor the future needs of our expanding elderly population. The Health 
Insurance Association of America stands ready to join in the public debate and 
offers its assistance to this committee as it deliberates this pressing national prob- 
lem 

Chairman Hkink. Those three bells mean that we will have a 
quorum going live in about 7 minutes, so I will not be able to ask 
you all the questions I want to ask you, but do not worry, I have a 

few 

Ms. Matula. you have had some experience as I am aware, with 
the 217(5 project; is that not correct? 
Ms. Matula. The home and community-based waivers? 
Chairman Heinz. Yes. 
Ms. Matula. Oh, yes. 

Chairman Heinz. Do you think that those projects will yield 
useful information and data to assist private insurance companies 
in developing long-term care, or what I prefer to call independent 
living insurance policies? I prefer it, because I do not think they 
made a lot of money selling death insurance, xt life insurance is 
insurance against death. I would prefer to call it not nursing home 
insurance, not home health care insurance, not insurance against 
some long-term, debilitating, crushing illness, but independent 
living insurance, which is the benefit that it conveys. 

What do you think? . 

Ms. Matula. I like independent living insurance. I think that is 

excellent. , , , x 

I know that the States could teach the insurance industry a 
great deal from what we learn, if we ever get an opportunity to put 
these waivers into effect. If I were giving them any advice, I would 
suv that they are lucky they do not have to deal with our Federal 
friends, who are not willing to grant the waivers to the degree that 
we need them to experiment. 

Chairman Heinz. Furthermore, you have met th<? enemy, and it 
is us. | Laughter.] 
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Ms. Matula. Our friends in EOMB do not believe that home and 
community-based services are at all cost effective. They do believe 
that we will be serving an entirely new population. And, rather 
than give us some opportunity to prove or disprove the cost effec- 
tiveness, we are being hamstrung and just choked to death on 
these waiver requests. 

So, should we ever get them, I am sure what we learn will be 
helpful to the insurance industry. 

Chairman Heinz. These waived programs, some operating for a 
few years now, will offer useful information. I guess my question to 
Mr. Lifson is, are insurance companies watching these projects 
closely? 

Mr. Lifson. Well, we are aware of the projects which have exist- 
ed to date, and are aware of the new experiments that are taking 
place, and, yes, we are looking and anticipating the results from 
them. 

Public programs and private insurance, though, are horses of a 
different color. In many cases, the public program, one is entitled 
to; the private insurance program, you have to reach into your 
pocket and want to buy something. I think that is a fundamental 
difference in terms of looking at the population. 

Chairman Heinz. Ms. Matula, do you have a comment that you 
want to make on that? 
Ms. Matula. Oh, yes. I do not know if it is worth repeating. 
Chairman Heinz. It may be worth repeating it. 
Ms. Matula. The public health programs have taught the insur- 
ance industry a great deal on how to be more cost effective, and I 
think we can teach them the same in the home and community- 
based services area, if given a chance. 
Chairman Heinz. Mr. Lifson? 

Mr. Lifson. I have no objection to that statement at all. In fact, I 
endorse it, and it is absolutely true. The States were under a lot 
more pressure before our customers, fortunately, woke up. 

Chairman Heinz. Ms. Matula, short of expanding Medicare to 
cover long-term care, what can the Federal Government do to work 
with State governments to improve coverage? 

Ms. Matula. I think that we need to separate the Medicaid Pro- 
gram into the two distinct populations it serves, and then untie the 
elderly and disabled who need chronic care, chronic illness care, 
from those artificial eligibility requirements. This institutional bias 
that you hear about occurs, in part, because we are bound to eligi- 
bility requirements that apply to AFDC families, who probably 
have no assets, whose income is their only measure of poverty. I 
think that if we did that, and we took Medicaid out of this all-or- 
nothing approach, we might be able to help the middle-income and 
lower income elderly pay for their care without paying for all of 
their care. It would be a way we could help. 
Chairman Heinz. What exactly would you do? 
Ms. Matula. We would have to amend the eligibility laws as 
they stand 

Chairman Heinz. Oh, I understand, but how would you change 
them? Give me a specific example of how you would in fact change 
the eligibility laws. 
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Ms. Matula. Right now in North Carolina, for the medically 
needy who are aged, blind, and disabled, I am limited tosetttog 
their monthly income standard at one-third higher than AFDC. So, 
I may be limited for a single, elderly individual living at home, to 
$200 a month to pay for all their living expenses—unless, of course, 
they are on SSI. If that patient, if that client has a $500 per month 
Social Security check, he or she has to pay $300 of it on health care 
before I can give him or her a Medicaid card to help pay for home- 
based care. But if that client goes into a nursing home, we will let 
him keep $25 and apply the remaining $475 to the nursing home 
bill, and we will pay as much as $1,000 a month for his care. T f we 
could use a different income standard to provide at-home care for 
the elderly and disabled, a more liberal and a more generous one 
that recognized the cost of living at home, we could serve the 
people in the community much better and much more cheaply. 

Chairman Heinz. Mr. Lifson, in the limited time I have, let me 
turn to what your task force discovered. It seems to me from some 
of the comments I have heard— you have echoed a few of them— 
that insurance companies seem to think there are an awful lot of 
unknowns— you mentioned adverse selection, for example— and are 
very nervous about knowing how to insure long-term care. 

Should I be picking up here that maybe many companies are 
using these as a reason to not even test-market any product? 

Mr. Lifson. No, I do not believe so, Senator. I think these are, in 
fact, legitimate concerns, concerns we have when we enter almost 
any new product, almost any new service. We are putting up hard- 
earned capital, and even the test marketing of a particular product 
can be a very expensive operation, so one has to be very careful 
with, in my case, my policyholders' money, and, in other compa- 
nies' cases, their stockholders' money. 

These are real concerns. We are learning. Th?re are a number of 
companies who have hit the bullet and have gone out and are mar- 
keting products, are reporting their results— I think favorable re- 
sults on their part will lead others to enter the marketplace. 

Chairman Heinz. You work for an insurance company in addi- 
tion to having headed the task force. Are you a marketing man or 
an actuary? . 

Mr Lifson. I am neither, Senator. I am a social worker by train- 
ing who happens to be responsible for government relations for the 
group department of the Equitable, including paying Medicare 
claims in four States. 

Chairman Heinz. That needn't disqualify you from answering 
the question I was going to ask you, anyway. [Laughter.] 

Coing back to adverse selection, what about the idea of using the 
medi-gap polities that are out there— which two-thirds of the elder- 
ly have— as a vehicle for long-term care? It seems to me that 
makes a lot of sense, because in a sense, one of the barriers to suc- 
cessful market penetration here is senior citizens' perceptions that 
they an- covered by medi-gap policies, or Medicare, or both, and 
talk about a better mousetrap— people are in one, and do not know 
it and vou have an opportunity to really redesign the entire situa- 
tion What about that? Is anybody building off of their medi-gap to 
kind of have a super medi-gap? 



Mr LireoN. My company ia one that has never been in that 
market. The Equitable involvement in the supplemental medical 
insurance market has always been on a group basis, so I cannot 
talk for the Equitable, I do believe, though, some of the members of 
my task force came from companies who were, in fact, in that 
market. I believe that they are, in fact, exploring just the sort of 
thing that you were talking about. Whether or not they and their 
managements will make a decision to enter the marketplace with 
it, that, I cannot tell. 

Chairman Heinz. What about the notion of spreading the risk 
more broadly by marketing policies not just to the elderly them- 
selves, but further, earlier down the income stream, such as to fam- 
ilies? 

Mr. Lipson. I personally believe that one of the keys, if we are 
going to be successful in solving the financing problem, is increas- 
ing the awareness of people at younger and younger ages of their 
potential risk, so that they then can make provisions to protect 
themselves from that risk. One of the answers for that protection 
could, in fact, be insurance, but I would not limit myself to insur- 
ance. People seem to be able to plan increasingly well for their re- 
tirement and meeting their income needs. They are unaware in 
doing that planning, however they do it, of their potential risk of 
meeting long-term care services. 

I am convinced that if they were aware of those risks, an increas- 
ing portion of the population could finance out of income and 
assets their long-term care needs— and that would include pur- 
chase of insurance, but it also could include annuities and a wide 
variety of other things. 

Chairman Heinz. The private pension industry is booming, 
either because of or in spite of— depending on who you listened to 
last week— ERISA. And the reason so many— close to half, as I 
recollect, of people are covered by a pension, either defined benefit 
or defined contribution— is probably twofold: First, they have been 
collectively bargained for, and second, they have received tax 
breaks, the same way as employer-based health insurance has re- 
ceived tax breaks. 

To what extent, first, are tax breaks needed for long-term care 
insurance, or if someone had a policy that was offered by employ- 
ers~ let us say it was or was not collectively— bargained for, but it 
was the kind of thing we have been talking about today, not just 
nursing homes, but we found a way to solve some of those other 
problems— would it be eligible for the kind of tax treatment we 
now accord health insurance? 

Mr I.ikson. Well, I am not a tax attorney, but I would surmise 
that an employer-sn<>nsored plan under current rules would, in 
fact, qualify currently as— 

Chairman Hkinz. &> tax policy is not a problem here? 

Mr Likson It depends upon how you define it. Let me defer to 
my counsel, here. 

Mr Doiisr ii. I have to [>oint out, Senator, that you are 100 per- 
cent correct as to what the situation is today. But when I listened 
to th*» dialog about care at home, and your conversations with Sen- 
ator Warner, about the need for tax incentives, and I look at the 
chart up there and see what the elderly are spending now out-of- 
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pocket, more and more of that money is coming out of the pension 
plans provided at the workplace, a* well as group life insurance 
and group health insurance. But there i* a very strong move afoot, 
as I am sure you are aware, in the tax-writing committees, the 
Treasury Department and the IRS, to cut back on those tax-favored 
plans, which we believe are moneys very, very well spent to care 
for our senior citizens in their old age 

And whereas this committee is going in one direction, I might 
say that perhaps one hand doesn't know what the c ,ier is doing, 
and other parts of the Congress are going down a road that is 180 
degrees from the road that you suggest. 

Chairman Heinz. There is an administration proposal to cap 
health insurance to the employee who is a beneficiary of health in- 
surance, to $125 a month or whatever it is, I do not know of any 
similar effort with respect to pension benefits, 

Mr. Dorsch. Well, there is certainly a great deal of discussion 
that centers around capping all employee benefits, and there is al- 
ready a cap on group teru life insurance. The Ways and Means 
Committee is going off on a retreat next week to discuss overall 
deficit reduction, but they have just had a hearing, as the Senate 
Finance Committee has, on the taxation of all employee benefits. 

Chairman Hkinz. Nothing, no barrier, should be put in the way 
of the House of Representatives when it comes to deficit reduction. 
They need a barrier-free environment. 

I sense that the thinking on long-term care insurance has tended 
to revolve around either new products or building off of health in- 
surance products. Am I wrong in thinking that no one is really 
building off of retirement plan products? 

Mr. Lipson. I think people are beginning to— you know, we are 
rather new to this, and we are learning all the time. I think life 
care communities, which is one way of socializing the expense and 
the risk of long-term care, is one item which I think a number of 
companies are looking at, and that would not, obviously, be strictly 
health insurance involvement. 

There are other items, such as social HMO's. I happen to be on 
the board of one. It is a very interesting sort of thing. It is just get- 
ting off the ground. We are in the business of making investments, 
and I think if they prove out, they will be a pretty clear way of 
melding delivery needs and containing the expense and managing 
ihe care that people need. 

Chairman Hkinz. The Ways and Means Committee may have put 
a nail in the coffin of life care communities by prevailing in confer- 
ence on the imputed interest issue, so that it is now very difficult 
lor a M-nior citizen to make a downpayment to a life care facility 
under most of the arrangements that are required without some- 
body from the Internal Revenue Service coming along and saying, 
"Somebody owes us a lot of money here/* 

Mr I,ifs<>\ I was not aware of that. Senator, and we will, of 
course, have to look into it. 

Chairman Hkinz. I ur«eyou to look into it. 

Ms Matula, I have noticed several indication of the desire to be 
recotfni/ed. when Mr. Lifson was speaking I did not mean to si- 
lence you. 
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Ms. Matula. If educational opportunities were effective, we 
would want to buy into long-term care insurance as early in our 
working lives as we possibly could, so that it would be the cheapest. 
Could there not be another block for the Medicare Program that 
were such a program, that was optional, that would entitle you to 
benefits only if you had contributed throughout your working life, 
as you do for your hospital insurance, as we do for our Social Secu- 
rity deductions. 

Chairman Heine. I think that is an interesting idea, and it really 
was behind my questions on building off of pension plans. 
Ms. Matula. Optional and tax exempt. 

Chairman Heinz. Because there are great incentives for people 
to get into pension plans at an early age, due to the way vesting 
and accumulation of benefits tends to accelerate, and the sooner 
you get in, the better it is you are. 

Ms. Matula. The risk should not be bad. Only 5 percent of our 
elderly now are institutionalized. Not everyone who retires goes di- 
rectly to a nursing home. I think that it could be handled. But the 
broader the base, and the younger the working population contrib- 
uting, the cheaper it would be for all of us. 

Chairman Heinz. I thank you all. I regret we are going to have 
to adjourn the hearing. 

Thank you very much for your excellent policy suggestions, and 
we look forward to continuing to be in touch with you. 

Thank you all very much. 

[Whereupon, at 11:5(5 a.m., the committee was adjourned.] 
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Appendix 1 
MATERIAL SUBMITTED BY WITNESSES 

ITEM I. MEMORANDUM. IMPROVED COVERAGE FOR LONG-TERM CARE 
INSURANCE/ 1 SUBMITTED BY LAURENCE LANE, AMERICAN HEALTH 
CARE ASSOCIATION, DATED AUGUST 3, 1983 

As we discussed during our meeting 2 weeks ago, there is a very strong consumer 
demand for private long-term care insurance which covers both facility-based and 
community-based services. This point was emphasized during the May 15 AHCA 
Policy Forum on Private Long-Term Care Insurance. While fully cognisant of the 
resistance which you are confronting from underwriters in expanding long-term 
care coverages, it is important to emphasise the need for a balanced policy which 
reflects payment for both institutional and noninstitutional services. 

The following are several ideas which I believe might assist in improving cover* 
ages. These ideas are formulated using your directive that policy expansions must 
be "evolutionary." not "revolutionary/ These are professional ideas based upon con- 
servative assumptions and do not necessarily reflect association or personal pre- 
ferred actions: 

(li Continuum of Care Cowrugv 

The policy which offers the most options to the consumer to have some control 
over the care determinations made upon their behalf will be the most marketable. 
There is a consumer preference for professional services in the home. A meaningful 
long-term care policy must address this market. 

Attachment No 1 1 is a "Healthcare Financing Review" article on Medicare's ex- 
perience with part A coverages. Four distinct care options are witnessed. The most 
prevalent pattern for part A is inpatient hospital without followthrough care (90 
percent cases 'tt! percent cases age 85 , ). Hospital care followed by home health 
agency can* constitutes the second most prevalent pattern ifj.2 percent of the cases/ 
percent of the cases are K*> + >. Hospital care followed by skilled nursing facility 
care occurs in AM percent of the cases, but is witnessed in 8.5 percent of the cases 
for individuals over the age of Hi). Trilevel services (hospital, skilled nursing and 
home health) occur in less than 1 percent of the cases, but slightly over 1.2 percent 
of the cases involving someone over the age of 85. 

Recognizing the limitations of applying Medicare data to actual long-term care ex- 
periences, this in format ion suggests exposure following prror hospitalization is not 
a- re»k> :e- jM-rceived It also jMMMh to three distinct post-hospital care patterns 
which .should be considered in designing a policy, i.e.. <i» hospital to home care. (ii> 
hospital to nursing home and 'iii> hospital to nursing home to home care. 

' J I a m i tfd Ex fx Kiu rv Innu ru nie /t ppnnuh 

Current insurance experience has confirmed the insurability of long-term nursing 
hmne rare The indemnity based payment following prior hospitalization and a spe- 
cific eXi'liJMnn period permits a dollar Calculation of high and low range insurance 
exposures Thi* experience provides a definable base for modest changes in the ben- 
efit which 'i' respond ti> consumer demand. iii> offers greater flexibility in care pat- 
terns and 'in' redout ?he incentives for inappropriate placement. 

( oriMder.it i«»n thoulrf be given to the following benefit options. 
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Option A: Hospital-numnn home. -Coverage as discussed In our correspondence 
of June, providing 3 to 4 year indemnity policy with exclusion period, indexing of 
the indemnity to a trending factor which safeguards the purchasing power of the 



insurance. ^ . . . 

Option B: Hospital- nursing home ca/e— Specific provision over and above the ex- 
isting marketed policies which provides an incentive for discharge from the nursing 
home i perhaps a month or two full indemnity transition) and a followthrough bene- 
fit determined as a percentage of the transition benefit for a defined timeframe. 

Option C: Ho*pital~hon~> care.— Experimental coverage which offers an option 
for discharge to the home for professional services, with the indemnity set as a per- 
centage of the inpatient nursing home benefit, total benefit capped at the mean cost 
experience with inpatient nursing home trended forward for a timeframe actuarial- 
ly determined (with potential to broaden coverage based upon actual experience). 
Policy could include exclusion period similar to that used in the nursing home 
policy, however, a shorter exclusion period might discourage inappropriate nursing 
home stay while encouraging use of the less costly policy coverage (less costly be- 
cause the indemnity has been reduced). 

ideally, a relationship could be developed among the care options which would de- 
termine the costs in olved of restoring existing coverages. For instance, individuals 
exercising option B could preserve a proportion of their option A coverage; likewise, 
individuals exercising option C could continue to have available a portion of their 
option A coverage. A policy rider could be developed which offers the optional cover* 
ages of a restorable benefit, however, it would appear the initial cost* of this provi- 
sion might be too high for the mass market. 

(J* datekeeping 

One of the area* which requires careful review is the gatekeeping function. Most 
policies (i) mandate prior hospitalisation. <ii) specific exclusion period before benefit 
begins, liiit require physician certification, (iv) define a path of services, and (v) 
allow for claims reviews. Reviewers are based upon medical determinations without 
consideration of <h social circumstances which mandate facility based services, <ii) 
imperfections of levels of care determinations, (iii) appropriateness of geriatric as- 
sessment, and (iv) appropriateness of placement. Few of the companies underwriting 
existing policies have sufficient risk experience to standardize claims review. 

Inspite of the imperfection in these controls, they have served to deter abuse of 
the policies An extension of coverages to home care under these existing controls 
might not induce as much demand as envisioned. First, while the prior hospitaliza- 
tion screen is ineffective as a control, it often triggers Medicare coverage which pro- 
vides extensive home care assistance. Second, the controls imposed upon nursing 
homes are often "piggybacked" upon public programs, i.e., licensure, certification 
and classification. This precedent could be carried over to home care, thus limiting 
the absolute number of providers eligible for payment through the program. Third, 
a path of services could be prescribed in the home setting comparable to the step 
down in benefits used in some policies differentating skilled and intermediate, inter- 
mediate and custodial services. In the home sett ; ng. it is possible to distinguish ben* 
efii row-rage and indemnity, i.e. services musi be provided by a certified agency 
and consist of nursing plus another service. 

Understanding the constraints upon you to consider any home care option timid- 
ly, consideration might be given to proceeding with the above options and then dcu 
velopmg a more encompassing pilot demonstration. Enclosed 2 is a second "Health- 
i art- Pmaiwing Review" article which discusses nursing home preadmission screen- 
inn A- sou consider HMO relationships and relationships with long-term care 
pubin program*, voij might desire to consider contracting arrangements with exist- 
ing services to improve screening decisions. Tat- Department of Health and Human 
Services has funded a number of channeling programs and service improvement 
projects It might be to your long-range interest to *.»rk with one or more of these 
.iernonstralion sites offering extender vvjdge ilus willingness to experiment 
muld gi\e vi-i valuable information, wr : .dv:nce public awareness of your prod- 
uct and extends good will in (he long-tern care marketplace. 
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ITEM I PRIVATE INSURANCE 1 '. FOR LONG-TERM CARE • AVAILABILITY. PROBLEMS, AND 
ACTIONS, PREPARED BY LAURENCE LANE, AMERICAN HEALTH CARE ASSOCIATION 
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pcU cybol da ra raoalviAg ion Madlgap oovaraga for auralag bos* aarvloaa. At 
tua mm tlaa, tba muir of individual a oovarad by a aupplaaaotal baalth lasvanoa 
**lf «r™ by about tbraa ■lllloa (3,000,000) polloyboldara (Carroll 4 
■raatt, 1981). Thla data would augjaat that naarly half of tba aldarly (aatlaata 
of «Sf) bava aoaa oovaraga for at laaat a abart of tba ooata of auralag boas 
oara. Uafortuaataly, tba daptb of oovaraga appaara to ba tiad oloaaly to tba 
oovaraga affordad by HadJcara, Tnua, wblla tba braadtb of oovaraga baa baan 
astandad, tba daptb of protaotloo baa raaalasd lialtad. Moat of tba nursing 
boaa oovaraga affordad by Madlgap pollolaa paya for rsqulrad daduotlblaa and 
ooinauranca aandatad uadar tba Had 1 car* prograa for akUiad nursing oara batvaaa 
tba 21at aad lOOtb day. Sow pollolaa ara aligbtly aora gaaaroua protidiot 
a fixad auabar of daya of payaaat la a aklllad ouralaa facility but dsllalt 
tbalr oovaraga to utilisation control* of tba Kadleara prograa. 

Aa attsapt baa baaa aada by icy to aatlaata tba alia of tba population 
vftlcb baa ftaaa abla to aaoura laauranoa oovaraga for long tara oara aarvloaa 
aora •xttn^yt tbaa tnoaa oovarad by tba typical Madlgap polloy. Tba praliadaary 
aatlaata auggaata that upwards to fifty tbouaaod (50,000) ladlvlduala am btaa 
abla to saoura aarkat ootaraga for ooaprabaoslva long tara oara aarvloaa (ZCr, 
1983). A ooapoalta of tba rasaarob avallabla auggaata tba following ooapaalaa 
aa providing offarlnga oovaring long tara oara: 

o Firaaas'a fund, San Jlafal, CA 

o Padaratsd iaartcan Llfa/Starllag Cradit Llfa. Sprlagflald, 0B 

o Haaaaehuaatta Indaaalty and Llfa, at. Louis, HO 

o Croat Xapubllo Llfa, Saattla, VA 

o Unltad gqultabla laauranoa, Skokla, XL 

o Haaitb Zaauraooa Corporation, MUvaukaa, wx 

o Equltabla Llfa and Casualty, Salt Laka City, UT 

o Kaapar group, Long Orovs, XL 

o Harebaata and Kaaufaoturara Xnauranoa, OH 

o Pacific Banaflta, Saattia, VA 

o National foundation and Llfa, Oklaboaa city, OK 

□ Coluabla Aooidant aad ttaaltb, alooaabura* PA 

o Mutual Protaotloo Xnauranoa, Oaana, Ml 

o Trmuaport Llfa, Port Worth, IX 

Uaatad policy »ovoragoe 

o Prudantlal ( AAJP Plana and otbar group oovaragaa) 

o SanJcara Llfa (raportadly a supplauantal ridar) 

o Mutual of Oaana (raportadly a aupplaasrtal rldar) 

o Aaarican Llfa and Casualty 

o Aotna 'Halted of faring as a aupplaaaotal r.'dar) 

o Hontaoaary warda (MAKP group plan) 

o Colonial Pann (old AAJtP plan) 
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Group offeringn: 

o Blue Croaa of Morth Dakota <»tlii eaperiaental) 

o II ue <>oaa of Southern California (Ultracare — HMD Pita) 

o United Auto Workera/Blua CfOM of Michigan 

o S/IK) of Brooklyn (Elder Plan) 

o 5/KMD of Portland (ttiaar) 

Attachment #1 la a ausjeary of tHo four aoat oited lone tors car* plana offorlog 
coverage aa taken froa the XCF June 1963 report, ittaobaont #2 ara aunarlaa 
of additional plaaa reviewed by Hark Melnara of tba national Caatar for Health 
limoit Reeearob. 

Zt la aoat important to oota tbat tba available offering provide indemnity 
benefits for extended auralng boat ataye. Tba baaaflta vary wicb rogard to 
tba aaount of indeanlty paid, tba length of tin* baaaflta ara provided • tba 
waiting parted before baoafita baooae effective aad tba conditiona upon vblob 
bioafita will ba paid. Tba indeanlty baoaflt lialta tba insurer 'a UabUity 
and raduoaa tba risk of providing inauraace. Many of tba initial baaltb polioiaa 
underwritten for oldar pereon, including aoat of tba group plan polioiaa aarketed 
through tba Aaarieaa Uaoolatloo of Retired Persona vara indemnity coverages. 

Anotbar onaraotorlatle of tba currant polioiaa la a deductible or a reduoed 
* banaf it period as a em ana of control liag unnaoaaaary utilisation, float of tba 
axlatiag polioiaa Halt tbtir baaaflta to facility baaad aervioaa, although 
it la poaaibla to gat a rldar for boat baaad ear*. Attaoaaoat #1 providea several 
good exeaplea of tha variety of cove rage a for ouatodlal aad intermediate car* 
banaf ita. Likewise, aoat of tba currant polioiaa raatrlot baaaflta to a parlod 
of tbraa or four yearn. 

Prealuna for aoat of tba available polioiaa ara agad rated, I.e., praaluaa 
increaae with tha aga of initial insurance pursbaae. Tbia praotloa baa baan 
questioned by Moiners in hia writinga. Mark baa developed a prototypa poUoy 
for tba National Cantar for Health Service Jtoaearoh vblob auggaata financing 
similar to a whole Ufa inauraaoa polioy with level praaluaa, Tba aga ralatad 
approaob la more analogoua to tarn Ufa inauraaoa. It la unolaar whether tba 
current debate on diaoriaination agalnet wcaaa in inauraaoa coverage vill lapaot 
upon cna developeent of a long tarn car* banefit. Tba agad rarad banaflt oould 
ba shown to factor tha longevity of uoaea, andt tbarafora v have an element of 
diaoriaination. 

Heat of the current plana nave elaborate utilization ccntrola. These include 
the use of one or aore of the following: 

o aedlcal acreeoe and phyalcal examinations 

0 pre-existing condition llaita 

1 prior hospitalization requirenenti 

3 restriction* on coverage for mental* alcohol and drug related requirements 

o definitional restrictions on types of coverage and servlcea purchased. 
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*a aapnaaiaed by tba ICf data, the aarket egnarleooe it Halted* While the 
ouabar of policies purobaaed baa grown, tba utilisation of tba coverage baa 
liaitad doouMDUUon. Tharafore, it la difficult to daflaa the raaga of serv ioe 



Several raaaarobara have eaplored tba probleaa of developing iaauranoa 
coverage for long tern ear*, laob nave olted tbair f ladlflff for tba alow expansion 
of tba private aaotor into tbla lanortaat araa of covorags, 

^ In Parhapa tba aoat exhaustive atudy of tba auajaot, Mark Meioare auggsata 
tba following faotora whlob ba cbaraoterlsaa aa •aarkat falluraai* 

o traditional iaauranoa ooaoaraa of adverse aeleotlon, aoral baxard, 
adalnlatrative diseconomies, and proalua prlolag dlfflaultloa dua 
to inflation, 

o aoaenoe of reliable data on vbloh to baaa aatiamtaa of utilisation. 

costa and oxperlonoe. 
o atata inauraaoa regulations which iablblt or prohibit coverages, 
o tna availability of public long tern oara prograas which servo aa 

aa aafaty oat for tboaa woo ara poor or aay becoaa poor* 
o coosuaar prafaraooa for firat dollar oovaraia. 

o oonauaara uadar ostlaatloa of tbair potantial oaad for long tara eara 
coverage aad over aatiaation of tba available coverage of tbair 
existing inauraaoa poUoies aad of public program* 



This iattar point la parbapa aoat important. Writing in tba jgfi| dttcniJ 
two years ago, iUt'e ataff insurance axpart Ron aagan polotad to tavernl additional 
probleaa: siainf oraa tion, dooaptloa, and laaa than ooaplata understanding of 
tba potent**! poUoyboldor's covaraga and lta Units tiona. Hagan alao suggests 
that tba -estrictive underwriting requl resents to ooapeoaato for insurance risk 
night ba a significant aarkat dlalaosntlva. Mora raoaot papara prepared by 
Dr. rrlodaaa at Northwestern University and by tba ataff of tba Haaltb Consortium 
at flrandela raitarata tbaaa point a aa aarkat problaai, 

In looking at tola Hat, it la intaraatlng to oota tbat tba •xperUnoe 
of nodical screena for both rireaan's Pund and Paolflo Banaflta doauaaat tbat 
they cave rejected « graatar auabar of applicant a uadar tba aga of 65 than ovar 
tna aga of 65, indicating that advaraa aalaotlon la tba purobaaa of long tara 
care insurance aay ba a graatar probleaa for tba younger aga group. racifie 
Benefits baa alao doouaantod a rajaotloa of policy applicants ovar tba aga of 
ao, but the experlooce haa bean Halted 00a pa red to the total applicant pool. 
Currant policiea tend to reatriot coverage through tba use of pre-existing condltiona 
restrictions and coverage axciuaiona. Many of the currant polloloe would not 
=over organic brain disorder* ( including Alxbalaer'a Dlaeaae) and aantal health 
services. la soae instances, the pre-existing condition liaitationa have included 
aatarnal related complications. 
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Attention should be directed to two of the cited aerket failure* Firet ( 
there 19 videapread publlo aieunderatanding of both the risks they confront 
io the comal aging prooess sod of the protections which they have purchased 
through their insurance coverages. The Hedlgap policies have soaetlaes boon 
sarkotod without clearly stating (ha protections afforded for long tan care. 
Continual focus by public programs to tha goal of prevention of preaettire placaaant 
in a facility basad long tans cara program baa aisled tha public that tha risk 
doaa not aziat. Second, tha latarplay between tha Madioaid program and tha 
purchaaa of long tara cart naada to ba cartful ly aasassad. Tha evidence which 
supported ohangaa in tha divestiture provisions of tha Hadioaid prograa suggeste 
widaapraad publlo "gaalog* of tha systoa to avoid asaualng tha raaponaibUity 
for puresaaiaf service*, ttm Medicaid nursing hew protection baa btaa characterised 
aa a ■aiddls-olaaa' oataatrophio oara prograa where in resident* of nursing 
homes enter aa prlvata pay and apand down to bacoaa eligible for tha public 
tneitieaent. Whether this la faot or an overstatement of reality needs to ba 
carefully analyzed. 

(4) ifltiaittm 

Slowly, research la being generated to atlaulata the prlvata market to 
extend coverage tor long tara care* Tha following la brief annotated review 

of identified actlvltlea: 

o National Center for Health Servlooa Research: Dr. Mark Haiders baa 
been m the forefront of raising tha prlvata inauraaoe issues. Heine rs 
has authored e nuabar of arUolaa, iaoludlng one fi>r tha 'HCi 1 
March, i960. Halaera 1 prototype policy preaeated in his paper, "Private 
Coverage of Sorvloos Not Covered by Medicare: Tha Case for Long Tara 
Cara Insurance, • Ootober, 1982, la at ttte canter of the debate. 



ICF: John 7al lento baa received a grant froa the Assistant Secretary 
for Planning and Evaluation ( RHS) to study prlvata financing. The 
«une, 1983 interta report on the subject la aost interesting. This 
report is being revised with further analysis and direction (X recently 
assisted John 00 the revisions) and should ba available early next 
year. 

Health Consortiua at Srandeia: Several policy papers have been prepared 
Stan Vailack and staff. Christine Blsnop hsa continued her work 
on a social insurance approaeh which would aandata long tera care 
insurance vu public aoohaalaas. The Health Conaortlua provides the 
support to the Social HHO (S/HHO) deaonat rations, two sites of which 
are developing insurance coverages. Wallack baa be cob* very intereated 
In retlreaent centers which share the risks aaong residents. A paper 
was leUvorec at the Aging 2000 Sealnar in October, 1983 , (conducted 
oy tn« Texas Research Institute for Hental Sciences) outlining the 
status of work on insurance by tha Health Conaortlua. 
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0 ^•*ti«l/*IIfj loa lagao baa boaa «ivaa load raapoaalbiuty la 
worfcla, tuts taa frudoatlal iMUfuw group plaaa ee parfaot coV.r.n. 
for taa aaarlaaa ioaooiatioa of MtXad Nraoaa. aagaa oumaoa tto 
£«wuo«« |« la puraulag m ala Saptoobar, 19«2 artlola la taV jjj£ 



2!?l!!L' or "** ltn S-n,l0M ■■■ ' oU «T laaaarob, ■ortbaootora OnlToraity: 

laalth laauraaoa aaaoolatloa of Aaarloai art U/aaa (lomtabla Ufa 
iaaaraaoa goolaty af O.g.) .ad Purl. la. Llabaraaa ( lllaat aff) bava 
lad a taak feraa looking at tba proapaota for aarbat dat alepaaat. 

ll S "TiTJ" ^ P,pcrt »"««<N oVufaoa la a praV* apoaaoraa 
by tba lltt.r Oapartaant of Oariatrloa aad Adult ^^".atTruaa 
bolou), ba quaatloand taa aarita of tba prima aootoT - uada" rltlC 
loo« tara oaro. Ufaoa ralaad a ouaaar of taahaloal problaaa la daialanl2 
laauraaoa ooooragoo, i.a., avallabla data, aarbat falluraa, oalaaurabla 
r 5' k ,V W* ■"•«•»'•• onould look to tbaoan iaaaratloa 

ba loaurad. Tba IZAA taport baa rooolvod a groat daal of attention. 
SRI lataraatloaali Jla Oollab baa baaa apoarbaadlnn oll'a ravlaw 

2r?. d t 10 .*.d'itT.T Btil , XMttrM " l1Ml ™> • 

2£ . °* p * a ? tr * t « 1 - Ortlub wui ba writing oa long tora 
oaro taauraaeo la taa upooalag aarlaa oa LTC by tba Haaitbearo financial 
Maaagaaoat laaooloeioo. Oollub would llki t?ga itSStu MfSTala 

awaiop a battor undarataadlag of aging, loot tar. oara aad oovoragaa. 

Ht. 3iaal/«itter Oapartaaat of Oariatrloa aad adult Oavaloaaoat: 
Or. Butlar la aoat lataraatad la 4aralopla« prima laauraaoa for 

Hi..?? *• rtnt «« « of tbo "t. Sinai Jroaraa! 

ho put togataar a ayapoaiua on prima le.ur.no. ooVoraaV ^Tutlar 

SaU2r«?.£i2S t0 ** w • ^^?S2roV '.alio. 

riguraa to apoarbaad a davalopaoat taak forco. thlj. -laa ai/ht 
off ta. ground U baa. nana inaolood la doaoloping tai approacb, 

1HCA: Tba laadlai national organixatioa puoblng for dovolopaaot of 
2-t?. W l , °* B " P0B0B BBB WCl. ror tba paat too Mara kay 
T.? " 0B "« ln t ioforaatloa aad intoraotlo, witb tnJ 
^ *? otlon - LMt Soptoabor, tbo inei fUturad 

.tt.«A? B t" ?r' l0 S lo « Prlm ' la «" , ««>«- » oddUlono^la^a. 
.ttoncion to ttm nood for broadanlni oovorofo for lona tora oaro i» 

r«)ulr«Mnta, e.g., naad injury, spinal core injury. 
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(5) 



Markets la reaponae to ao inquiry froa ICT, aaoy of tba firaa oltad 
aa offering coverage auggeat tbey will espaod taelr marketing during 
the our rant year. For lnatance, the Equitable plan aentionad abovt 
haa been ado p tad by tbla polloy. Toua, va oaa aaauaa that laaplta 
of tba BXAA report, tba market la responding to tha growth potential. 



Overcoaing tba aarkat falluraa ldaotlflad above will raQUlra treaendnua 
soaentua in tba developing of a long t%»ra oara lnauranoa offering. AHCA baa 
aada a treaeodoua loveataent In atlaulatlog tba development of private financing. 
Tbla affort abould oontlnua tilth attaatloa to raialag tha publio 1 a awaranaaa 
of tba need for long term oara lnauranoa. Aa a flrat atap in providing tbla 
leadership, a ■ pedal Taafc Forca on Long Tara Cara abould ba appointad to ooordiaato 
ataff i aaabarablp and stata af flllata aotivitiea with developing tba private 
lnauranoa aarkat* Va abould anticipate a aigaifloaat deaand upon our taobnioal 
reaourcea to provide lnforastloo aduoatiag tba publio to tba naad for long tara 
cara lnauranoa and va abould expeot that our advooaoy notwoek will ba oallad 
upon to provide tba lobbying power to atlaulata approprlata legislative and 
ragulatory reepooaea. 

Aooog tba taaka union naad to ba undertaken ara tba following: 

o Public awarenoaa: Thara la a treaeadoua publio lnforaatioa affert 
oaadad to raiaa tba oonaoiouaaaaa of tba publio at largo to tba oaangoa 
wblob longar Ufa will aaka to aoolaty at large* taperical atudiaa 
indloata a longar aotuarlal llfaapaa for oldar paraana than aeif- 
perceived. Tbara la a wideapreeo publio atereotyping of tba aldarly 
which doaa not ralata to tba aga 75* population* Tbara appaara to 
bo a significant problem among tba aldarly and tha profaaalonala working 
in tha aging enterprise to aooapt rlaky and frail bebavlora aa parta 
of tba norah.' aging proooaa* Bayond our oontinuad afforta stimulating 
tna Administration on Aging and tba National Zoatltuta on Aging to 
fooua on tba full ape ot rum of naada of an aging population* wa sight 
wish to anoouraga tba baaltb promotion and baaltb flnanolng agaoolaa 
of tha Fadaral government to ba aora aggressive in aduoatiag tba publio. 
Likewise, va algbt anoouraga tba AO Couooll to devote publio service 
innounceaonta to expanding publio awaranaaa* 

o Documentation and data: Our boaaa ara tba Uboratoriea for developing 
uaurence poUclaa. Tbara la a groat naad for tba nuralag boaa lnduatry 
to parallel tba hoapital lnduatry in developing baaallna data. Simple 
oau, such aa tba number of paraooa an tar log aa private pay and converting 
to Medicaid, la not raadlly available. AHCA can anoouraga boaaa to 
wcrk with reaearoners axploring tba development of lnauranoa. <• 
can use data collected froa our aeabera in inforalag both tba public 
and reaoercft ccmmunitiea to the realities of tbe aarket* We can diasemi- 
sate data which haa been collected froa other sources to expand general 
knowledge about long tern cara. 
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Working with injur asoa ooapanlei: * 41a AICA baa inltiatad km llaiaoe 
wltti tba prlvata aaotor tad It b - worked with SJIZ and Rial, tbara 
1^ naad for additional diract approach with tba aarkat. juat batting 
<baa kaow that wa ixiat and that wa ara willing to help with taobnloal 
aupport in their endeavor a would ba a first step. Cortalaiy, tbara 
any ba a rola for taa Sarvloa Corpora tic a la developing apacifio plaa 
apaolfioatloaa aad aoUoltlng oeapaaiaa to bid to provide) ao expanded 
rola la taa aarkat. klMf initially astarad taa aarkat vita Colonial 
Peaa la a vary llaitad of faring , Over tlaa, taa relationship sarvad 
both tba oarrlar and tba aaaoolntlon. 

Working vitb atata Madloald program* and oonsuaar grouPet Tba orlala 
of fuodiflf far Hadloald has araatad a favorabia envlronaant for providera, 
oonauaara and payora to atlaulata tba prlvata aarkat. AflCA should 
encourage ita atata afflliataa to approaob botb Madloald offlolala 
and rapraaantatifaa of conauaer organisations to initiate a dlalogua 
oo tba Issues. Ona ldaa wnloa motaa ua toward taa objeotive of breadaood 
ooversga would bo to have tba atata government aaootloa a ooaalttaa 
of proridara, oonauaara and atata offlolala to atlaulata aarkat davelop- 
aant. AHCA abould plaoa tba issue of prlvata lusumncn oa ita sgaada 
for liaison with tba Hadloald Stats Direotora and la our cooperative 
lnltiatlvaa with oonauaar groups. 

Stlaulatlag atata legislative activities x juat aa above, tba AHCA 
atata afflliataa ara a powarful tool to lavaraga aarkat Quango. Legis- 
lative paaala could ba oaooursgs* to look at prohibition* la tba currant 
atata ragulatory atruetura whlob art diainoontlvoa to coverage of 
cuatodial and interaediate oare, Jtaatriotloaa on iadeanlty poliolaa 
and raaanra Unitationa serve aa aajor diaincsntiv aa. Tba otbor araa 
wnicn needa to ba oonaldarad la tba dovetailing of tba Hadloald program 
into the prlvata laauranea coverage, i.e., beginning tba prooaaa of 
having tba prlvata aaotor aa priaary covoraga rather than secondary. 
Aaong the aotiona whlob naad to ba takan ara atapa to overcoao tba 
probleaa of pre-existing eondltlona liaitstions, praalua aupporta 
and eovaraga for tboaa uoabla to aaat tba aeoloal acreena. 

Effecting pi'blio aaotor lnoantlvaa anoouraging tba purehaaa of long 
tarn cars insurance: publlo azpandituraa for long tara oara aay ba 
appreciably raduead if poaitiva lnoantlvaa wara off<#rad to atlaulata 
greater prlvata aarkat eovaraga. Tba ldeaa ganaratad by the AtJCA 
Payaer.t Coaalttaa racoaaandlng apaelfio taxation policy cbangaa (a) 
to altar ina groaa lnooaa raqulraaanta for dapaodant care, (b) to 
modify tna dapandancy taat, (a) to raaove tba dlalnoantlvaa for oldar 
parsons to use tneir individual ratlraaant aoeounta ( IJU ' a) and (d) 
to atlaulata reverse annunity aortgages unloosing hoaaownar aquity 
Med to oe «uv*ncsd. Moreover, AKQ auat lobby to anaura that pandlng 
-?r.angea in tfta federal Internal Revenue Coda proposing to place a 
:e:;ir.g on ^naurance protaction for health care Da structured ao as 
sot to innxoit *.no 3e\ eiopnant of a long tens oare inauranea aarkat* 
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SQtKuog tbo public Motor to tot aa rrtnauraaoo for prir-<o ^"^w' 
«M of tta alaafiooBt braakthnwal* tt*t bo to atlaula&a . primo-pubUo 
^wrrtipmotao coToraMnT lotia. m • rttaoaroao. to obaorb 
£2 ofth. awutriaka. Sue* u offort .ould bolp to ovorcoao too 
SS«?JS<7? ao?.T baaToTdTad odf.ro. ..l.otioo, 
UT?t»e. -otor .. oo .f.lUbl. optloa. ^f^mmnm^j^m 
•ooourocoo too prltoto oootor to oipood loto tbo oorkot Jno^ tbot 
!o«oruoot will aaauao oom of tbo riaka '.nd tt oill bolp to boil 
tbaa out If tbo riaka oro too groat. 

Battels,* tbo prlvoto oootor to oot oo o r •iaiur.no. aoebaalaat U 
ooojuootioo with tbo oboto opprooob. & 2KSS2t 
o.a. . oootloolat oaro roUroaoot ooaaualtloa, tbo prima oorkot ugbt 
± & rtbtocf pratidia. rolaauraaco oopooiollf if tboro m taaatiw 
7 v.ott7o™ oofo la tbat dlrootloo. CMC. aarkot to o priwito 
pi,- atrkot oad ttioy bovo .otuariaily dooi«ood opproocaoo to aaot futuro 
ecu.. Spoclfla propooalo for roiaouraaoo batr. b..e diaouoaad in 
th» prt»oto Motor. Roloauronoo frooa oopitai aad bolp. ooot raaorvo 
r.o. araaoota. Sueb oo opprooeb oould load to oarkoi rotod booda for 
CCac d.voJopoont If atruoturod oorr.otly. 
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ITEM 3 



Long Tferni Care: 

The Challenge to Society 



Health insurance Association of America 
1984 



Introduction 



In 1983 the Health Insurance 
A.SMX union ul America (HIAA) 
tompMed a comprehensive 
two-year study of the social 
and economic impact of the 
' gMVing ol Amei It a* on tin* na 
lion s long term care resources. 

A number ol laitois prompted 
this initiative, m< ludlng the 

giOM>Ull> ajjed pOplllallOU. I ImUJ',- 

mg lamily composition and life- 
stvle ami the escalating cost ul 
P'lhli, pj w.wv I.cmUIi i .in* 

!»• mm- 
A* ••»; r .iii i ti< i IIAA i ec ugm/rd 
. the piotiicin is societal m 
s< ope a:al •](•:.»•-> solution by any 
■o*n .ir I . , (ii *ii piitjlii ui pi j 
x ■• ' W n.!j i c oniext pi i s 
suit s .il #• i icmiK in< teasing on the 
pf : . i <- ! " h insurant r nidus 
<l ' p • ■ •» a.nMK iint { vjir in 
p;,-\ scllli^ ii.uj. |f| nit .U<* ImielUs 
U {I it* ps:h.ii 

'»;•■•! 1 ..r, i .. . Ij.iijt n, i , 



In the development and market- 
ing of such programs are fully ex- 
plored in the Association's study. 

The nation's elderly are a rap* 
Idly growing segment of the pop- 
illation. Cuncutly, there are Just 
under 26 million Americans aged 
65 or olc'cr, about one In nine of 
the general population. By the 
year ^OOO. theie will he about 34 
million older Americans, or one 
in eight 

Senior i iti/en*. comprise 85 
pei i cm i*l musing home iesi- 
dents Moicom. the trail elderly, 
those 80 arid older, are increas- 
ing at a faster rate than the gen- 
eral aged population Some 5.1 
mill"m older senior citizens are 
expected to Increase to 8 million 
by the end of the century. The 
chionu diseases, and accompa- 
nying lutu tioual disabilities of the 
aged, imply an increased need for 
l'»ug mm caie sei vices 
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Changes in 
Family Composition and Lifestyle 



At the same time, there 
have been major changes 
In family composition 
_>and lifestyle. We live in 
an increasingly mobile society. Far 
greater numbers of women are 
entering the work force. Mar- 
riages are occurring later with 
fewer children and more di- 
vorces. 



If these trends continue, we can 
anticipate reduced reliance on 
family support systems and in* 
creased reliance on organised long 
term care modes. This, in turn, 
spurs heightened concern about 
the financing of long term care 
services. 



Long Term Care Cost Inflation 



Not only hss the aging 
population grown rap* 
idly, but expenditures for 
long term care have es- 
calated even more dramatically. 
Stated in current dollars. In I960. 
820.7 billion was spent for nurs- 
ing horn. -*2Ub!e the $10.1 
billion in 1975. Government 
spending In this ares, which ac- 
counts fur more than 50% of the 
aggregate, also doubled from 85.7 
billion to 81 1 fi billion over the 
five-year period. 

Out of pocket expenditures of 
88 7 billion in 1 980 are also twice 
the amount spent five years ear- 
lier, while Insurance expendi- 
tures for nursing home care rose 
from 878 million to nearly 8200 
million over the same period. With 
nursing home expenditures es- 
timated to reach 876 billion by 
l<wo iMc financ ing of long term 
<;irc thus becomes a crl Ileal is 
sue 

For the foreseeable future, gov- 
ernment will continue to be con- 
< vt i n'i| .iIkiuI «-s< alaling *>iogrum 



tin iih in*; <V: .,, i tnv Wit. if i 

• »M SrpKmtjfi vim 

fjpi"i o'i Ui.y r</n. ccf prr 
p«rt4 foi ih# mag uuffr Station T*U 
l *\tt on Lunn f 4 i« [irpi/irnfip ol 

tit Sit t, «ih! Ii.«ii..iu S# ivu t* t k nAt*t I 



costs at the federal state, and lo- 
cal levels. At the same time, in- 
flation in nursing home costs, 
rtelng at a higher rate than the 
general economy', implies that 
fewer people will be able to pay 
for services from their own per. 
•onal resources, 

in such an environment, there 
Is growing public expectation of 
the svallabtllty of long term care 
products within the private mar- 
ket. The feasibility of prlvste 
msrket approaches is alresdy 
b* ng explored by various groups, 
Kor example, the National Center 
for Health Services Research has 
conducted s study which Is being 
described as an assessment of the 
extent of senior cltlsen demand 
for insurrd long term care ben- 
efits. 

The alternative to private sec- 
tor involvement in some form may 
well be complete government 
control over long term care tn the 
future Under such a scenario, 
political exigencies would deter- 
mine the lifestyle for throe need- 
ing long term csre. 



' Htrw»«n 197) titf IMO 

Nur»ni£ trow fA|*ndiiurr« grew 105% 
Comumtf Prict ln4ca grc* 
Grot* N«nofuJ Product prm *•% 
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Definition of 
Long Tferm Care Services 



One of the flrsf tasks of 
the H1AA study was to 
identify those services 
which could be in* 
eluded In ■ long term care insur- 
ance plan. An overriding concern 
was that the availability of long 
term care coverage would create 
Incentives to place more patients 
in a nursing home setting and/ 
or raise health care coats. There- 
fore, a full range of institutional 
and non-institutional services 
was considered and the following 
definition adopted: 

"Long Term Care can be de- 
nned as a complex and interre- 
lated array of health, health-re- 
lated, and social services designed 
to provide preventive, therapeu- 
tic, rehabilitative, supportive, and 
maintenance care For individuals 
of all ages who have chronic 
physical and/or menial condl> 
tions which impair the individ- 
ual's ability to function at his or 
her own optimum levels of men- 
tal pliysu al. and social function- 
ing 

The key factor in long term care 
i* not age. but luiutjonaj depen- 
dent}- Sui li luiii Ltoijtil deperi- 
deruv is rxpnted to exist lor a 
minimum of three months. 

The tfoal of long term care, 
uhrilwi iriidried in an Insliui 
huw,tl in mm institutional set- 
ting tor a iDiiibiiMlion ol both) 
sh'Mild I tr id iisnur r Ik* Individ 
1 »-»* it* ti|ff in iiiin luni tii/iiul Ic s 

Itl .Itl.l.f UjII iu MinJlLUi l.lit* si-rv 

ues long trrni tare services in- 

« I'll*' 

• //i/*ltf-r»»| 4 K(-i SfVtt I'S- -« wUK- 

in*f sn«,ppi:iii i.iufidc > home 

mi ( ;i h'i i.'i, 1 1 



• Social Services— guidance In 
social or emotional problems, ad- 
vice in financial or legal matters, 
transportation; 

• Health Related Services. 

I. Nutrition and health ed* 
ucatlon: 

2 Personal Care Services: 
bathing, toileting, feed- 
ing, assistance In walk- 
ing, exercise* medica- 
tion; 

3. Occupational Therapy: 
medically directed activ- 
ities to promote the res- 
toration of useful func- 
tioning; 

• Skilled Services: 

1 Physical and Speech 
Therapy: use of physical 
or chemical agencies and 
devices to relieve pain, 
restore functioning, and 
prevent loss of use of a 
part of the body; 
ii. Skilled Nursing: admin- 
istration of medicine, 
changing of catheter and 
dressing, evaluation of 
condition: 

• Housing Services — provision 
for continued housing allow- 
ances for those undergoing ex- 
tensive in patient rehabilitation: 
group or congregate living ar* 
runuetnems. including social care 
.uid diumji uiid sriviu- (acuities 
Some ol these might be feasible 
in long term care products. Others 
may prove a serious problem for 
ihi- msuiaiue industry 
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Critical Assumptions 



Following (he Identifica- 
tion of nursing home 
service*, the HIAA as- 
sessed (he present and 
future environment, bated upon 
two assumptions: 

1. Status Quo 

Currently the government plays 
a major role in reimbursing for 
long term care services, partic- 
ularly through the Medicaid pro* 
gram. It was felt that incentives 
inherent in Medicaid preclude 
development of viable private sec- 
tor options. Medicaid is already 
viewed by many as a national cov* 
erage program for long term 
nursing home cure, used by far 
more than the low Income pop* 
ulailon usually thought of as 
Medicaid's primary clients. 

The individual s ability to plan 
for the transfer of assets expands 
tlie number of person* eligible fur 
long tei m cure benefit* under the 
program I'ublic programs are 
virwed as a " safety net", a pro- 
Ituiion against the catastiuphic 
i iisliof * .hi i iuH'.'oit'. (he I1IAA 



concluded that significant change 
in public policy In this area Is 
necessary if market initiatives are 
lo be expanded. 

2. Reduced Medicaid 
Involvement 

The potential for health insur- 
ance type products becoming 
more widely available might be 
increased if Medicaid was to be* 
come viewed as a leas viable op- 
tion by mtddis income individu- 
als, Such an occurrence could 
result as an adjunct to govern- 
ment actions to reduce expend* 
iturea by: 1) establishing more 
stringent eligibility criteria; 2) 
reducing the type, quantity, and/ 
or quality of covered services; and 
3) regulation against and/or 
greater control over divestment 
of assets. 

In this environment, demand 
could be stimulated for private 
lung term care coverage by senior 
citizens, families who want to 
purchase protection for elderly 
parents, and younger persons 
looking to future needs. 



T 
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Statement of Principles 

lie IliA/v uiuaUmgly. has 4 Every effort should be made to 

im-Lipi-il .i set of pnn restore physically and men* 

>;>>' • i lit- l.njiu ;ii>i tally impaired pei sons to their 

mi! i> )t li.i.j* trim optimal levti of functioning. 

I iwsr prompt's 5 Maintenance of Independent 
living in .i uuiKiiuuUy setting 

I i ... '.i i ■.' shuuld he «-iu uin.ijjrd where 

<•«.... i- :.. rrr. i -.:p.is*» .in leasible 

r-j j j ii.i'i •.! .<:ui U Long term care should be 

... .II.-!. .iv.uUhlr in .i range of settings. 

, ' - ;* levels ol tare, and organUa- 

.'■ ,« ■.■!!'' si- 1 .-. ;t. .. rt:»t-i.i tional structures to be respon- 
sive to the needs of the public. 

. . . i 7 I'.iimlv and social support 

!- «• MMviies should he utilued to 

i f i - i ■!«..« :hr greatest possible extent. 

• ■ r»vr.-s ui»h appropriate Incentives for 

■H h MJjjjJtlJ i 
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Major Factors for Consideration 



In examining the potential role 
of the private health Insur- 
ance industry, life HIAA 
addressed the various prob- 
lem* of developing, administer- 
ing, and marketing long term care 
product*. 

The Assessment of 
Needs 

The older person uflcn has 
multiple physical problems, 
sometime* accompanied by some 
level of mental impairment Fre- 
quently, the need for assistance 
in daily activities, such as eating, 
dressing, walking, and local 
travel, is more pressing than 
medical uur 

Thus, the assessment of 
whether an nulivicUi.il requires 
institutional care and tl ic level at id 
type of tare that is needed often 
involves subjective criteria. In 
man) instances, the patient pro 
gi esses Irom need for highly 
skilled health piufcssional serv- 
ices to lu*er levels of custodial 
t ■!■ e lis the iii'.in; 1 , |'H»i ess nuiiur 
lies 

Since need, and therefore eli 
nihility (or benefits, is not sialic, 
health insurance program* 
shti.tl-l he !)e\ihlc id'tccting the 
dynamic s d| ,t Ujiu; u*i m tare sit- 
uation 

C us loci iul vs. Medical 
Care 

( LiS'udi.j! i aii is ultrii liei es 
•••II ii' ;» ■ : jiIumi .tl 1. 1 

i.!fti:.u d.saluiilx li ulhe dele 
:;■):.»:. >n rcs:i.:mg Si win !he a^- 
i I ■ ■ i ■» i In i s have li>n^ 
• •! " «•» ••.•.>.»! Or 
.%•».. . ■ :. .. ■ > ,ii.<; i.ieili« .i< 
ia:e i..r,c w % \ % \ i t-nsidcraoie 
>>. ". ■ .* , *.i :.:).... i-.a'.lhle s< r\ 
» \! . . Mi i.« .t! mm! 
. r . iifj." iU-.ij W.t\ t 

tl »• , \\ i* • - » '. '.n ,i i£ i|i»- ' vi- 



To remain financially sound 
requires that Insurers generally 
limit benefits to medical care, with 
custodial care covered only where 
necessary to help individuals 
achieve an optimal level of func- 
tioning. 

Definition of Provider 
Roles/Types of Care 

Health care provider roles have 
to be more clearly defined for ap- 
propriate placement and deter* 
mlnation of eligibility for bene- 
fit*. For example, nursing home* 
perform a variety of function*, 
from housing and social support 
for the frail elderly to the moni- 
toring of complex medical con* 
ditions. There is a need to clearly 
delineate their functions and 
whom they should serve. 

Also needed Is a more precise 
definition of the various types of 
tare, including skilled. Interme- 
diate, day care, home health and 
hobpice care. 

Adverse Selection 

Adverse selection, from an in- 
surance perspective, occurs when 
premiums cannot cover claim*, 
because too many of the policy* 
holders are of higher than aver- 
age risk A fundamental princi- 
ple of insurance is that adverse 
scire dun must he controlled If fi- 
nancing of an insurance plan is 
to be actuarially sound The 
problem is particularly difficult 
win ii i oiiMilci nitf lung term eare 
benefits 

Individuals have thus far shown 
fade evidence ol acknowledging 
th< i isk til c hroiiu disability. Nei- 
ther l.a\e they demonstrated 
willingness to plan for financial 
(itoteition against the cost of long 
<i> in i.tir smites therefore, it 
i an he anticipated that the mar* 
Uf\ un long teim care products 
u,i*. ho.it shuufiiHiit change in 
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public awareness may be concen- 
trated In high risk segments of 
the population. 

To minimize this problem, 
health Insurers believe It Is nec- 
essary to educate the potential 
population In need of long term 
care services of the risk they face. 
Eycn with such heightened 
awareness, insurers will proba- 
bly need to emphasise Individual 
underwriting, pre existing con- 
dition clauses, upper age limits 
on eligibility, and the develop* 
ment of long term care benefit 
plans attractive to younger age 
groups in order to produce ac- 
tuarially sound products. 

Induced Demand 

As with any new product, long 
term care coverage. If widely sold, 
will create demand far in excess 
of what is currently experienced. 
The accelerating growth In the 
nursing home industry during the 
1970s was. in Urge measure, due 
to the expansion of public pro- 
grams Hut finance long term care. 
The impact of private sector par- 
ticipation is rx pec led to acceler- 
ate pressure* on utilization. 

Furthermore, there is a strong 
possibility of effoits by family, 
friends, and charitable institu- 
tions to obtain reimbursement 
lor tarr pievlously tendered free 
ol i hartfe The inctuied demand 

I c » | I i|f - (.Hi *.* lVMt'% IM'iV WiU 

tic e\cn i;n r irr.-.Mis than :n 
fliunl demand >"i in-.tilulaaial 

W.ll 1. 1 I I ii i. ii I 1 1 (|f 1 1 1- 1 1 1(1 

i ti*t \ I »• > i >t * ■ . ii'. i -it 1 1 : i.ii inn li ■ 
a:usm*> Law .oir.uh ticen iited 
; 1 1 h iii 4 * -i '-ii: .1 1 i.it ■ 1 1' itiedit .i) 

.i < • i . i i i , 1. 1, ■ . .. I -.i,»I< I u; 

t If * I I I r . * .'. i . ' ' \ \'i ■'■ .'. I ll* l.J pi. Ill 

tit's '•■.i*. f v .i:.fl i i.itnis rr 
v ii v* .... i» * I'M Ui 
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Premium Pricing 

Pricing difficulties abound in 
the ares of long term ears. Ben- 
eflts may be paid out years after 
premium levels are set, Setting 
premium rates, therefore, has to 
reflect dynamic risks, such as 
changes in the cost of care, con- 
sumer tastes, consumer ln« 
cornea, and technological ad- 
vances. Premiums that accurately 
recognlie these risks In addition 
to the standard risks of age, sex, 
and health status might be so 
high as to llin<< marketability to 
a small segment of the popula- 
tion. 

Among the possible ap* 
proaches to minimising risks ait: 
automatic premium and benefit 
adjuatmenta: additional policy 
provisions enabling Insured in- 
dividuals to Increase their cov- 
erage without medical under- 
writing; and marketing the long 
term care product to younger age 
groups. 

Regulatory 
Considerations 

The current regulatory envl* 
ronmcnt is not responsive to the 
variety of benefits required In long 
term care. For example, In CfUl* 
fornla. home care benefits are 
deemed to be more akin to dis- 
ability coverage than to tradi- 
tional hospital, medical, and sur- 
^ii .il cxpciisc piotectlon. 

In addition, sales to younger a^e 
Kiuups may entail prefunding 
with associated cash uecumula- 
Udii Ihus. i .isli values would 
probably have to be considered. 
This issue is not addressed un* 
tier ( uncut state legislation and 
Ki>ul«ituat governing health in- 
surance. 

Clearly, a practical regulatory 
framework needs to Ik* shaped to 
.u t ommodalc the successful un* 
< 1 < rw r 1 1 mg and market ing of long 
term care coverage 
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Evaluation of Potential Products 



The HIAA evaluated a 
number of (Sotential 
model long term care 
products. These models 
vary by age at issue, method of 
benefit payment (i.e. fee for scry 
ice or indemnity), and various 
premium and benefit options. 

After thorough analysis, the 
HIAA identified several more 
probable approaches. These ap- 
proaches would Include the fol- 
lowing features: meaningful de- 
ductibles and/or elimination 
periods; adhering to reasonable 
individual underwriting stan- 
dards and pre-existing condition 
clauses, carefully defining levels 
of care and medical necessity; 
guaranteed renewablllty of poli- 
cies inflation protection, such us 
automatic premium and benefit 
adjustments and the right to in- 
crease coverage without medical 
underwriting: providing for pe- 
riodk rccerlifiealion of benefit el- 
igibility, and imposing upper age 
limits on age at issue of policy to 
n iluit- adverse vice lion 
The spec ihe approaches arc 

• lii'lenmiiy benejitajor long 
term K t\ii* nvrvwvs with premi- 
um* lr(\ t ('ir,ui(y prior to una t on* 
tuimtnf ht t/«>/i(i mji- 05 This 
product can be prltcd under the 
assumptions cited above How- 



ever. Its marketability to younger 
age groups without a rash ac- 
cumulation feature Is question* 
able. 

• Indemnity benefits Jar long 
lerm care services, with premi- 
ums beginning at ape 65 or over. 
This type of plan Is currently being 
offered on a limited basis. 

• Indemnity benefits com- 
blned wltn a lump sum settle- 
ment option, with premiums be- 
ginning prior to age 65. Under 
this arrangement, it would be 
possible to expand coverage after 
age 65. 

• Indemnity benejits com- 
bined with a lump sum tene- 
ment option, with a single pre- 
mium qfler age 65. 

• Indemnity benejits com* 
beted with a lump sum settle- 
ment option bejore age 65 and 
annuity benejits ajter 65. This 
approach would be geared to 
younger people interested In both 
long term care benefits and re- 
tirement income protection. 

• Indemnity long term core 
benejits combined with annuity 
benejits and single premiums 
ajter age 65. Annuity benrflts 
would begin immediately, loach 
a plan, however, would require a 
large premium arid, hence, pos- 
sess limited appeal 



Other Options 
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could be funded through 
.i vai iet\ of existing sit- 
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Lile Care Communities are re- 
ceiving increased attention as a 
source of protection for the el- 
derly In etfect. the^e communi- 
ties employ insurance principles 
oy spreading (he risk of loss 
equally among all residents A po- 
tential lole exists lor tlte health 
insurance industry to financially 
underwrite and manage such 
pti'^rams 
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Recommendations 



Based upon us evalu- 
ation, the HIAA rec- 
ommends the follow- 
ing: 

» Exploration of a public-pri- 
vate sector partnership to assure 
financial protection against the 
costs of long term care services. 

• Public policy initiatives to 
encourage greater private sector 
involvement in the delivery and 
tlnanclng of long term care. 

• Public policy initiatives to 
provide positive Incentives for 
private sector experimentation in 
the financing of long term care 
services. 



t Broader education of the 
public of their potential long term 
care needs as an Integral part of 
comprehensive retirement plan* 
nlng. 

t Public policy initiatives to 
encourage individual and family 
responsibility in this area. 

t Continued state responsi- 
bility for indigent individuals In 
need of long term care services. 

t The creation of a regulatory 
environment conducive to the 
development and marketing of 
long term care plans. 



Conclusion 



Financial protection 
against tin* costs u( long 
irnri c ;i r t* may well ur- 
come th" dominant fi- 
nancing issue in the coining dec- 

i o suit essfully market pro- 
giants responsive to fhls need, 
lung term tare coverage** must 
pi»i\r .mi.utivc in younger in- 
dividuals Capital accumulation 
plans with cash settlement up- 
turns autl'iis 1 1 it- .ihilltv tu <tni 
vi < ( In .1 < i | iiil)ui,.li<>ii i run-in i'ii I 
•mil kmg ti a t hi taie ucuelll. uuy 
stimulate demand among 
\«>u:i|'t i .iiH* I'unip". In any event. 
•i gnm <ittii ui u'wiK remains to 
be clone by private insurance 
ct'ii.jj.» in s itj . !«*v;*.;t hruelil plans 

Utl t .11 1- 

I la* < ».. ;iii'm! e st .i. ii u.ii (»i 
health .ue u?sis . »maln*> a tun- 
i <*! i l !• n .:>*'<• .it. I i lit* ItllC 
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rapid growth of the nursing home 
Industry in the 1970 s was due 
to the expansion of public pro* 
grams that finance long term care, 
producing well-documented 
strains on government budgets. 
New private products may fuel yet 
another round of inflation in long 
term care costs, threatening the 
financial integilly ul private and 
public programs. 

Finally, changing demography 
us and budgetary constraints 
ma) lutce a reexamination of the 
extent ol individual and family 
responsibility to meet long term 
taie needs. Tax incentives and 
other public measures should be 
considered to stimulate in* 
creased consumer involvement. 

Cleaily. the health insurance 
industry stands ready to partic- 
ipate in the pubil': debate and in 
the resolution of these critical la* 
•.if. 
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1TKM 4. LKTTKK FROM ARTHUR LIFSON, WASHINGTON DC, CHAIRMAN, 
TASK FORCK ON !X)N(J TKRM CARE INSURANCE, HEALTH INSURANCE 
ASSOCIATION OF AMERICA, TO SENATOR JOHN HEINZ, CHAIRMAN, SPE- 
CIAL COMMITTEE ON AGING, DATED DECEMBER 7, 1984 

Dear Senator Heinz: This letter is in response to the questions posed to the 
Health Insurance Association of America regarding long-term care coverage at the 
September 21, 1984, hearing of the Senate Special Committee on Aging. 

What do you think is the potential for capitating payments for long-term caret 

The potential for providing a comprehensive program of acute and long-term care 
for the elderly, on a capitated basis, is currently being tested by the social/HMO 
demonstration projects. Expansion of this model will heavily depend on the experi- 
ence of these experiments. 

Generally, health maintenance organizations offer their enrollees a full range of 
health care services. This has been one of their m^jor attractions. The HMO setting 
also allows for flexible case management and creates incentives for providinf effec- 
tive less costly medical care for enrollees. The social/HMO experiments build on the 
traditional HMO approach to comprehensive care. 

Capitation of long-term care services only, however, seriously restricts the possi- 
bilities for flexible case management in handling patient needs and will probably 
have limited appeal for the elderly consumer. 

Since it is clear that case and service management will be an important aspect of 
long term care insurance do you think thai capitation is the way to go? 
Case and service management are important aspects of long-term care. However, 
capitation may not be the only financial arrangement which can accommodate a 
case management function. Capitated arrangements for preventive, maintenance, 
and acute care have been around for some time. Yet, there is no concensus that 
capitation is the "way to go M for all persons, nor that capitation is a viable option 
for all localities. Given the fact that long-term care insurance is in its infancy, and 
there is little experience with long-term care coverage on a per capita fee basis, a 
judgment to opt for a capitated approach is much too premature. 

Given that insurance companies are now developing HMOs in order to increase their 
share of the health insurance market* wouldn't it moke sense for the insurers to 
experiment with expanding HMO services to include long-term caret 

The decision to experiment with different products rests with the individual in- 
surance company. The lessons to be learned rom the S/HMO demonstrations may 
well influence that decision. 

The HMO market is predominately focused on the employed population with 
HMO coverage offered as an option in an employee health benefit package. The ad- 
dition of a long-term care benefit will increase tne costs of the package for business 
and the enrolled population. This is certainly a consideration for the HMO operator 
and those who corsider managed health care systems as a cost effective alternative 
to fee for service reimbursement. 

In order to spread the risk across larger gmups of pt'ople. would it be feasible to 
market long term can* insurance to families with older pt*rsans, rather than to 
ehlerh /arsons themselves? Have there been any market tests to evaluate this ap 
/»/»•( i» h ' 

I am m>t :twurt> of any test marketing to families of older persons. The market for 
Imiii term can* insurance may well include such families as well as the elderly. An- 
other potential target market is the under fia population Education as to the risks 
.uirj r-ost-s tit" long ;erm ''are services may heighten awareness of the need to factor 
\oi\\\ trim far*- nerds into planning for retirement. 

I hop!- that thi-si- noniuses have been helpful 
Sincerely yours. 

Aktih k LlKSON. 
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Appendix 2 

LETTERS AND STATEMENTS FROM INDIVIDUALS AND 

ORGANIZATIONS 

ITEM 1. LETTER FROM ROBERT N. BUTLER. M.D.. THE MOUNT SINAI MEDI- 
CAL CENTER. NEW YORK. NY. TO SENATOR JOHN HEINZ. DATED OCTO- 
BER 27, 1984 

Dear Senator Heinz: Thank you for the opportunity to contribute my comments 
to the record of your September 21 hearing on financing chronic illness, 

A no man s land exists in the field of private and social insurance. Coverage of 
long-term care is ignored by Medicare. There is a monumental gap in medi-gap and 
other private health insurance. Medicaid comes into play after the individual is pau- 
perized. This insurance void stymies the development of the very services that 
might best help many individuals to live their final years at home. 

The public and private sectors are locked into an Alphonse-Gaaton Act. M^jor in- 
stitutions of government and the private sector fight for second or third place in 
meeting the long-term care needs of a growing society of eiders. Many justifications 
for footdragging are given. 

There are plenty of plausible reasons not to act. Yet, there is an overriding reason 
for action important to us all: With every passing year, the people of our country 
have better and better chances of reaching the late seventies and eighties. These are 
the years when long-term care services are increasingly needed for independent 
living and survival with dignity. t 

The costs of procrastinating are clear: Impoverishment, excessive depency. avoid- 
able institutionalization, preventable suffering, and lass of self-esteem in the last 
years of life for millions of Americans, including our future selves. 

All of us have a motive and cure for action. What remains is to make up our 
minds to act together. The security that seems so elusive to us individually can be 
made possible through insurance and other forms of cooperation. 

We do have ways of filling the void in the fabric of private and social insurance 
protections. We do not start at zero. We ha' * had experimental and demonstration 
service projects to indicate how to organize sterns of service adapted for long-term 



cure. 

We have a good notion of what the mfy'or expenses are likely to be. We have the 
growth of geriatrics, gerontology, professional and semi professional training in care 
of the elderly, development of biomedical and psychosocial sciences oriented to 
chronic disease and aging, senior citizen organizations, and a variety of volunteer 
and community services. We have improved the financing of later life through 
Social Security, pensions, and other arrangements covering many but not all Ameri- 
cans adequately. _ _ . 

We have many elements of a comprehensive system of supports for long-term 
care But they are fragmented, unevenly developed, anemically funded, and disorga- 

"'other countries have found ways to handle long-term care needs comprehensively. 
Take Israel as an illustration. In 1980. the Knesset (parliament) approved in princi- 
ple the addition of long-term care insurance to the Israeli social insurance system. It 
authorized the development of an implementation plan and the collection of payroll 
taxes to build up the fund to pay for the needed services The implementation plan 
remains to be completed, but work on it is going on. 

I mention this not to advocate the addition of long-term care insurance to Medi- 
care, although that is one way to go Ther? are other possibilities. As a Condition of 
receiving tax privileges of Individual Retirement Accounts and tax-deferred annu- 
ities, the Federal Government tould require that a portion of the funds be reserved 
to huv a basic private long-term care insurance policy. The policy, offering a stand- 
ard set of benefits, would provide for cost and quality controls and administrative 
safeguards against profiteering 
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We could require that all health insurance policies provide long-term care bene- 
fits, partially funded by premium savings due to increased deductibles on hospitali- 
zation. We could encourage* the states to buy private long-term care insurance for 
individuals eligible for Medicaid. 

To minimize dangers facing individual insurance companies in terms of adverse 
risk selection, we could develop a national reinsurance program. It would give the 
public certainty that the insurance it buys is durable. Providers of service should be 
able to count on fair compensation for what they do. A reliable revenue stream 
would support improvement in scope and quality of service. And, with the resources 
possible through universal coverage, we could move beyond conventional insurance 
to develop better means of sustaining the familv members on whose shoulders fall 
the main duties of assisting the disabled day to day in the home. 

I don't think there is any impassible financing barrier to the development of a 
systematic approach to long-term care» if we are bold and imaginative in using the 
public and private sectors. We must not let insurance considerations dominate the 
development of balanced services policy. Rather, we must develop such policy 
backed up by insurance, facilities and manpower development, health services re- 
search, and other supports for a durable system. 

The time is ripe for producing a realistic vision of what can be done by the public 
and private sectors. The lack of that vision— a consensus view of goals, means, and 
responsibilities for proceeding— is the greatest block to progress in long-term care. 

A blue-ribbon commission of a dozen outstanding Americans should be formed to 
provide that vision. After making their own investigations and hearing from the 
public experts about what needs to be done and possible solutions, the commission 
would make a rej>ort with recommendations for public and private action, aiming 
for the inauguration of a comprehensive program in 3 to 5 years. The commission 
would stay alive after its report to promote public debate and the challenge to 
action. 

It is time to get Alphonse and Gaston off center stage. 

Sincerely, 

Robert N. Butler, M.D, 



ITEM 2 STATEMENT OF LEIGHTON E. CLUFF, M.D., EXECUTIVE VICE PRESI- 
DENT, THE ROBERT WOOD JOHNS FOUNDATION, PRINCETON, NJ 

Mr. Chairman, I am Leighton E. Cluff, executive vice president of the Robert 
Wood Johnson Foundation. I am a physician, who prior to joining the Foundation 
was a professor of medicine at the Johns Hopkins University and professor and 
chairman of medicine at the University of Florida College of Medicine. Let me state 
at the outset that my remarks represent my own views and do not necessarily re- 
flect the Foundation's position. 

It is a pleasure to discuss issues of long-term care and insurance for the elderly 
American population. These matters are of substantial concern to me and to the 
Foundation, and we have committed considerable time and resources to developing 
new approacher to them during the past few years. 

Let me begin on the very positive note that as a physician, I have witnessed im- 
pressive gains, both in medicine and in economic programs, which have greatly im- 
proved the life and outlook for older Americans. Their income has risen, primarily 
from Social Security retirement funds, so that today only one in seven people 65 and 
over is below the poverty level, compared to one in four back in 15)70. Moreover, an 
impressive 73 percent of those tio years or older own their own home and of these, 
X0 percent have their mortgage entirely paid off. I will come back to this fact later, 
because it may have important implications tor alternative financing for long*term 
care 

Concurrently, Federal health insurance Tor the elderly has had a profound effect 
on their health and well-being. We have gone from a pre-Medicare/Medicaid situa- 
tion when* half the elderly had no private health insurance to todays situation 
where \M percent have a regular source of medical care and where the large gap 
between the use of physician services by the poor and nonpoor elderly has been 
completely eliminated 

This is a striking achievement. With it, however, comes the need for a fundamen- 
tal shift in insurance from an emphasis primarily on the elderly's acute care needs 
to one which now includes effective and efficient long-term care, especially for those 
T.") and older This may include better utilization of community support services al- 
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ready in place, such as religious and voluntary health organizations, and innovative 
approaches to financing long term care insurance or the services themselves. I will 
elaborate on both of these areas. Ja j 

A close look at this age group reveals the rationale for the expanded focus. First, 
those 75 and older are the fastest growing age segment; and fully half of those 75 or 
older have limitations on their daily activities due to chronic illnesses or disabilities. 
This group accounts for a large and increasing proportion not only of hospitaliza- 
tions hospital days, and physician visits, but also of home health services. For in- 
stance, people at 75 use four times as many home health services than do those at 
f>f>, yet funding for home services is critically lacking. 

Medicare of course, provides "insurance' for those 65 and over to partially cover 
acute hospitalization. The prevalence and duration of chronic and disabling condi- 
tions in the elderly requires that we do as well or better in providing funding Mech- 
anisms for long-term care in appropriate settings, whether they be nursing home or 
in-home community environments. , . 

The likelihood of being in a nursing home is four times greater for an H.>-year-oia 
than it h for a 7/Wyear-old. Today, in fact, about oneKiuarter of those 85 years or 
older live in nursing homes, comprising a majority of the 1.5 million nursing home 
residents Up to one-half of these residents are afflicted with Alzheimer s disease or 
related dementias, once considered the natural scourage of "aging, and now recog- 
nized as a disease process selectively affecting about 2 to 4 million older people. 
Nursing homes are likely to remain their best mode of late-stage care until basic 
science can unravel the cause and/or provide means of preventing or arresting Alz- 
heimer h and related dementias. An additional 3 million elderly living outside nurs- 
ing homes also require long-term care and 500,000 of these are completely home- 

^Those elderly within nursing homes, and those with chronic conditions recjuiring 
long-term care" in the Nation's cities, towns, and rural areas, face different kinds of 
problems. But lack of appropriate long-term care insurance is common to them all. 
Public and private sector expenditures for health care for the elderly (65 and over) 
totaled *M 2 billion in lttXl; nearly two-thirds of this was spent by the public sector. 
Moreover, out-of-pocket health expenditures for the elderly are as large today as 
they were before Medicare and Medicaid. These expenses, which were 20 percent of 
income in 1%5, dipped, but were back to 19 percent of income by 1980. These ex- 
penditures, seen in light of existing gaps in long-term care provisions, raise serious 
quest innri of whether current programs effectively and efficiently are meeting our 
national needs in this area. . 

Medicare's major expenditures occur in the elderly persons last year, and to a 
lesser extent next-to-last-year, of life. This is because Medicare primarily pavs for 
hospitalization Onlv a tinv fraction of Medicare funds can go toward reimburse- 
ment for long-term care infilled nursing facilities or in-home settings, apparently 
out of a tear that expenditures in this area would have mounted so rapidly as to 
jeopardize the financial viability of the entire program. The crux of the imuo is to 
ensure that the elderlv in need of nursing home facilities can afford them, while 
simultaneously insuring that those elderly who have impairments, but of a less 
severe nature, can afford and have available appropriate services within the com- 
munity Manv of the problems both groups of impaired elderly face may be resolved 
bv denting new approaches to long-term care insurance. 

Kir<t let us examine problems in financing long-term care in nursing homes. 
Thene hemes haw lH«en the principal means of care for the I'lwrly who are most 
severeU impaired, including a high percentage of persons with Alznemier s disease. 
Often there is a long waiting period prior to admission. In the meantime, nursing 
home c.md dates often remain in acute care hospitals, an expensive holding facility, 
until openings in nursing homes occur These hospital expenses usually are covered 
n V M. ilit .ire Kxarerbating these admission delays is the reluctance of many nursing 
home administrators to admit medically complicated patients because staff lack sut- 
linent number^ of trained nursing personnel to care for them adequately. For in- 
stance oiilv about o percent of nursing home employees are licensed health aire 
or u t it e-iuers K N '< and licensed practical nurses. There is a average of less than 
tun Mich practitioners to care for every 100 nursing home patients. I he re fore, while 
the \ if urn p.i\mg more than *W billion annually for hospital care for the elder- 
lv primarily through Medicare these funds are not expected solely for unavoid- 
,ml\ m-eded uuie rare treatment or >urgery Medicare reimbursement po icies actu- 
,IU h ive encouraged long-term hospitalization of chronically ill or disabled t'lderly 
for uv'n main realms First. Medicare will only pay for nursing home care if it is 
directly preceded bv hospitalization and has a UM)-da> nursing home limit. This cre- 
ates a revolving door phenomenon as nuraerous patients awaiting nursing home ad- 
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mission stay in the hospital until they are placed and return to the hospital once 
the 100 days are used up. Second, the chronically ill elderly intending the return 
home may stay in the hospital uatil recovered enough to care for themselves be- 
cause the alternative use of in-home services would largely have to be paid for out- 
of-pocket The new diagnostic related groups (DRG) reimbursement system may 
drastically alter this practice in the next few years, although it is unclear what di- 
rections the changes will take. 

The Nation annually is expending $25 billion for nursing home care. Government 
programs, primarily Medicaid, pay for about two out of every three of these dollars; 
therefore Medicaid— not Medicare— has greatly accelerated the rapid expansion of 
this industry. In fact, nearly 40 percent of all Medicaid funds are allocated to nurs- 
ing homes, as are one-quarter or the elderly's out-of-pocket health care dollars. An 
unintended consequence of Medicaid financing is the need for the elderly to "spend 
down" their assets to the level that qualifies them for a Medicaid-financed nursing- 
home bed. 

The number of elderly residing in nursing homes increased 7 percent between 
19tt.'i and 1977, and totals more than a million of our older citizens. This new influx 
is due to several factors, many of them primarily social and economic rather than 
medical. Incomes tend to be low: nearly one out of every five persons 72 years lives 
below the poverty level. This is explained in part because women 75 years and older 
outnumber men of the same age group by two to one and have only about one-half 
the income of men. Moreover, women, as opposed to men, tend to live alone; only 20 
percent of women over 75 as opposed to 70 percent of men are married and living 
with a spouse. The higher participation in the labor force by young and middle-aged 
women— coupled with a higher mother-to-daughter ratio— means there are fewer 
daughters, who traditionally have cared for their elderly mothers. As a result, nurs- 
ing homes have been the fastest growing sector in health care. Between 1960 and 
1980, the number of nursing home beds skyrocketed 400 percent. Projections are 
that by 1985 there will be a further 35 percent increase and that is the just the 
beginning. Within 40 years, the number of beds may total 2.3 million, or a million 
more than those in the entire hospital sector. Therefore, while the trend in acute 
care hospitals is toward ambulatory as opposed to institutional care, the opposite is 
true for the elderly. Is this tremendous shift to nursing home care necessary? I 
think not. Clearly, nursing homes will continue to be the primary means of fate- 
stage care for victims of Alzheimer's and other severe dementias until biomedical 
science can discover means for preventing or arresting their effects. But what of the 
remainder? We need to rethink methods of financing and providing long-term care 
for ;he impaired elderly who— from a medical standpoint— could live and function 
in the community setting with supportive services. 

National expenditures for all forms of home health and social services total an 
estimated $:U billion. This represents only one-eighth of national funds presently 
spent on nursing home care. Despite these expenditures, however, patients and the 
Nation may not be getting their money's worth from in-home care. 

Available services do not address all needs and frequently are fragmented and un- 
coordinated. In fact, it is often the frustrating inability of patients (or their families) 
to get appropriate home-care services which lead the elderly to seek or accept pre- 
mature entry to nursing homes. About a thiH of nursing home residents could live 
and function in their previous or specially designed communities with adequate in- 
home care financing and uvailability. Instead, unable to piece together and pay for 
various community-based services into a cohesive long-term care regimen, frustrated 
families often opt for nursing home solutions. Home care has become professional- 
ized It is costly Ii is uncoordinated and fragmented, involving more than 140 Fed- 
eral and State programs. Problems may be as simple as finding transportation to 
and from the physician's office— taxis are too expensive for many— or as complicat- 
ed as arranging for intermittent nursing and homemaking services. Long-term care 
organizations are overloaded financially and organizationally. Often they employ 
nurses and homemakers on a full-time basis, so that full-time charges can help pay 
overhead costs Yet often the elderly are neither able to afford nor do they desire a 
full time attendant Simply ?tated. too often services are not provided in a way 
which makes sense for the user. Moreover, such services are financially out of reach 
for a large segment, particuarly the retired middle-class elderly. 

Some in-home services are covered by Medicare, or— for those qualifying— by 
Medicaid They may also be covered under title XX of the Social Security Act, 
which provides Federal block grants to States for a broad range of social services, 
but eligibility is confined to the poor, as defined by t.ie States. Or they may be 
funded by the Older Americans Act of 1965 and its subsequent amendments which 
created a national'State/local service network for the elderly, generally defined as 
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those over *50. Despite them* autonomous programs, in-home services too often fall 
into funding cracks. 

Medicares main support is for hospitalization, not long-term care services. Medic- 
aid is available only to the destit . ind desperately elderly. These programs leave 
the middle-class elderly in need oi ng-term care in a financial bind. While the av- 
erage Medicaid-funded yearly cost of nursing homes is about $30,000, the out-of- 

Scket cost for home services is only about one-half to two-thirds that amount, 
any middle-income elderly's assets are tied up in their private homes, leaving 
them no readily available source of cash for long-term health insurance simply does 
not now exist to any appreciable degree; less than 1 percent of the total national 
nursing home bill, for instance, was covered by private insurance in 1981. The 
Robert Wood Johnson Foundation, in conjunction with five other foundations, is 
supporting a national study to examine, systematically, means for improving the fi- 
nancing and organization of long-term care for the health impaired elderly. The 
study is being conducted by the Brookings Institution, and directed by economist 
Alice Rivlin, formerly Director of the Congressional Budget Office and now a senior 
fellow at Brookings. It is anticipated that this study, which is to be completed in 
May 1986, will provide some new directions to many of the issues raised during your 
hearing. But this is not enough. 

The committee's concern and commitment to exploring long-term cnre insurance 
approaches should be a tremendous impetus for catalyzing efforts by the public and 
private sectors to create sorely needed means to improve this situation. Let me now 
provide some suggestions on areas which would benefit from such efforts. We need: 
Continued, vigorous Federal support for basic biomedical research on Alzheimer's 
disease and related dementias. Recent scientific reports elucidating biochemical and 
anatomic changes in specific regions of the brains in persons who have died with 
Alzheimer's disease provide encouraging indications that this effort will pay off. 
Indeed it could essentially dissolve a major cause of human suffering and nursing 
home confinement among the elderly. New methods for enabling nursing home staff 
to better assist Alzheimer's patients. The Foundation, for example, is helping uni- 
versity schools of nursing to establish affiliations with nursing homes in an effort to 
improve the nursing care provided. The Federal Government through the National 
Institute of Child Health and Human Development is sponsoring a program to es- 
tablish similar linkages between nursing homes and medical schools. New methods 
of improving patient functional status which may enable confined elderly without 
Alzheimer's disease to return to independent living, an area which has received 
little attention from the medical, nursing, and rehabilitation professions. 

New alternatives to nursing homes for these and other disabled elderly so they 
can live in settings such as "life care" or continuing care retirement communities. 
These independent institutions without walls— many of them church-sponsored— 
provide middle-class elderly people with a full range of medical, social, and living 
arrangement services. For instance, the Robert Wood Johnson Foundation and Com- 
monwealth Fund gathered actuarial data which better defines financial and legal 
obligations of existing types of special care communities. We now need to encourage 
their implementation. 

Improved access, availability, and coordination of formal and informal community 
support systems and appropriate means for providing long-term care to our rural 
elderly For instance, the Foundation is funding a program on a "swing-bed" con- 
cept of rural hospitals, whereby these hospitals use acute care beds for chronic pa- 
tients when appropriate. Additionally, the Foundation is supporting a program on 
*interfaith caregivers to see whether coalitions of churches and synagogues can help 
to fill the current gap in providing means for informal community long-term care. 
Further exploration of alternative means of financing insurance or services, such as 
" hopie cHJiiity conversions." 

I would like to expand on these last two points for a moment. We have only begun 
to tap available in-home care community resources. Community, religious, and other 
volunteer groups are a natural resource for providing support and assistance to t 1 
elderly disabled in their communities. We li v e in changing times, with changn 
social values and .structures. We have an increased prevalence of chronic disease to 
be sure We also hav»» an increased incidence of divorce, of separation, and of wide- 
spread dispersion of families. Much of the bank support ordinarily provided by the 
family has begun to erode Kven intact families, however, cannot provide all long* 
term care needs Diverse community organizations have begun to emerge to close 
some of the naps, including national voluntary health organizations focused on spe- 
cific diseases, university programs in which students assist elderly community resi- 
dents, and voluntary home health care groups which provide meals, housekeeping, 
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or transportation. We need to make better use of their services and encourage more 
such efforts. 

In addition, religious organizations— churches and synagogues— which exist in vir- 
tually every community, have traditionally contributed to human support and are 
well equipped tc do so. These groups can provide direct services such as meals-on- 
wheels and could also assume a mediating role between other formal care providers 
and those elderly who are disabled and in need of such care. With the proliferation 
of Federal, State, and regional programs, however, religious congregations have 
failed to fully recognize or develop their potential to provide personal support serv- 
ices unavailable through these more formal, often fragmented programs. Additional- 
ly, there has been a great resistance to establishing interfaith, ecumenical pro- 
grams. Parochialism has hampered cooperative efforts, even among neighboring 
churches of the same denomination. The Robert Wood Johnson Foundation, through 
grants, is encouraging ecumenical coalitions of churches and synagogues to develop 
systematic means of helping the elderly and disabled at risk of institutionalization 
to remain in their homes. This area deserves more of our attention. 

We also have failed to explore fully use of home equity conversions to provide an 
alternative financing source for new long-term care insurance or for the services 
themselves. Although the concept of "reverse mortgages" is not new, it is only now 
being applied to securing protection against the high cost of long-term care. Results 
of two recent Foundation-supported studies have confirmed that home equity con- 
version represents a promising alternative worthy of further consideration. Howev- 
er, the two proposed mechanisms each have elicited some opposition. Reverse annu- 
ity mortgages, which provide an annual income stream (annuity), and may guaran- 
tee lifetime tenancy for the owner, have met with resistance from potential lenders. 
This is primarily because under this mechanism, the lending institution provides an 
annuity to elderly home owners until their death (or until they sell their home), and 
then is paid back by receiving title to the house or cash from its sale. This requires 
startup capital and means a negative cash flow for several years. Since the principal 
plus interest on the loan are not repaid until the borrower dies or sells the home, 
risks are considered to be open ended, and return on investment is not considered to 
bo competitive with other investment opportunities. These opportunity costs have 
loomed as a barrier to investor participation in such programs. At least one Wall 
Street brokerage firm, however, has developed a reverse mortgage plan which is at- 
tempting to make up for an anticipated 10-year negative cash flow; this lender will 
receive payment covering the loan s principle, plus interest compounding at 11 per- 
cent, plus a percentage share of the home's appreciated value. 

Conversely, the sale/ leaseback arrangement has met opposition from consumers. 
Although under this arrangement the institution similarly provides annuity and 
lifetime tenancy, title to the house is transferred to the lending institution immedi- 
ately. Consumers do not want to give up title now simply to purchase another insur- 
ance policy. Many have worked a lifetime to own their house free and clear, and are 
reluctant to transfer the title at a time when so many other changes in their life 
are taking place. Clearly more work, such as the brokerage house plan mentioned 
above, needs to be done in this areas to find a fit between the concerns of lenders 
and those of consumers. 

From this discussion, I hope it is evident that the country needs a systematic, co- 
ordinated, integrated approach to long-term care needs of the elderly and to devel- 
oping means for financing them. It is possible, for instance, that a public financial 
program will be required for many of our elderly citizens. As our population in- 
creasingly grows older, the children of the old are themselves old and retired. This 
means that neither the elderly parents nor their elderly children will have much 
additional income In addition to developing home equity conversion, we might ex- 
plore whether public and/or private long-term care insurance can be generated 
early in life, enabling people to build up reserves over a long period. Additionally, 
we have only recently begun to look at joint public-private programs which may be 
an important contributor to successful long-term care and insurance piograms. 

Meeting the increasing needs of our people for more and better long-term care 
services, anil the means to pay for these services, is a real and present national 
challenge of enormous economic as well as health import. I appreciate being asked 
to submit this statement and am delighted the committee is exploring means for 
meeting this challenge 
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ITEM 3. LETTER FROM FRANK M. FORMAN, PRESIDENT AND CH1EFEXEC- 
WlVB OFfSr, FORMAN & ASSOCIATES. INC., BELLEVUE, WA, TO SEN- 
ATOR JOHN HEINZ, DATED OCTOBER 1, 1984 

Dbak Senator Heinz; I would like to include the following testimony in your 
recent hearing, "The Coat of Care for thi Tironically 111: The Case for Insurance. 

First, let me thank you for your inter be in, and support of, the long-term care 
needs of our elderly. I am pleased to learn of your hearings and would like to share 
our firm s experience with you. We are a resource that you may wish to explore as 
your hearings evolve, 

Forman & Associates, Inc. >s the pioneer and leader in the long-term care insur- 
ance field. We committed our resources in 1979 to servicing the long-term care 
needs of the elderly. We have had a long relationship with an Illinois insurance 
company and have assisted them in writing over 60,000 policies. They have grown 
from :*00 to 5,000 agents, and from $3 million to $33 million in premiums since our 
joining them. , , B . B » , • 

The first generation of long-term care policies, which we were instrumental in de- 
signing and introducing to the marketplace, proved the viability of the market 
However, they had limitations. The second generation of policies is now coming off 
the drawing board. 1 have just returned from New York and Hartford, Conn., where 
my associate, Mitchell Hart and I negotiated with the giants in the insurance indus- 
try. As a result of these meetings, we now have a firm commitment from a $10 bil- 
lion insurance group that they will enter this market in a big way. Until this break- 
through, the market has been served by only a few small companies. 

I can tell you our strategy in bringing the megor carriers to the marketplace. 
First, an insurance plan must be responsive to the realistic needs of the elderly. 
Second the product must be of such quality that groups and associations of the el- 
derly will support the plan. Third, the highly vocal critics of insurance companies 
and their dealings with the elderly must see the value and impeccability of the new 
pioducts and offer little criticism. t 

In addition to the above marketing considerations, the elderly hold firmly to two 
critically mistaken ideas that must be addressed. They believe they already have 
long-term coverage with Medicare and Medicare supplement plans. They do not be- 
lieve they will be institutionalized for a long period of time. In order to overcome 
these widely held, erroneous ideas, we have determined some specific strategies. It 
will require companies of impeccable credentials to enter the marketplace and the 
major associations will need to endorse the product in order to overcome the above 
misconceptions. It will require credible voices to reshape these ideas. I recently en- 
couraged a government agency to consider helping to educate the public as to the 
actual length of nursing home stays and the coverage that is available. 

We propose that the new product, the second generation of policies, offer indemni- 
ty coverage with no prejudice as to the level of care— skilled, intermediate or custo- 
dial We recommend a 5-year benefit plan that would be guaranteed renewable and 
have few limitations and exclusions. Home care with a transition allowance, when 
the patient leaves the nursing home and returns home, will be included by those 
companies we are now encouraging to enter the market. 

The task tor all -government, nursing home associations, and organizations of the 
elderly-is the task of education. The need to carry the message needs to be recog- 
nized and strategies implemented by government and the health care industries. 

Once again, let me thank you for your support of the elderly. I wish you great 
mkv»*s* in your efforts on their behalf. 

Sincerely. M 

Fkank M. t ohm an. 

ITFM 1 I KTI'KR FROM SHELDON L GOLDBERG. EXECUTIVE VICE PRESI- 
iii'NT \MKW OF HOMES FOR THE AGING WASHING- 

ION. IX \ TO SENATOR JOHN HEINZ. DATED OCTOBER 2S, 1984 

Dkak Ma Chaikman The American Association of Homes for the Aging is 
plea-ed to have this opportunity to convey its views on "The Cost of Caring for the 
Chroniially 111 The Case lor Insurance " We commend the Senate Aging Committee 
tor its interest in ami mrmmtment to seeking innovative solutions tor addressing 
the long term tare needs of this nation s aging population. 

A AHA is the national organization representing over 2..W nonprofit homes, hous- 
ing and health-related facilities for the aging AAHA member homes have deep 
roots ,n the communities they serve through sponsorship by religious, fraternal, 
iuhnr private and governmental organizations While there is diversity among our 
member homes, they all have two things in common: they are all operated on a non- 
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profit basis as a service to the community in which each is located, and they are all 
committed to delivering the beat possible services and care to each of the approxi- 
mately 500,000 persons they serve annually. 

Providers, today's and tomorrow's elderly, the disabled, insurers, and public policy 
decisionmakers are all faced with long-term care challenges of immense proportions. 
The sheer demographics of aging makes the issue of assuring accessible, affordable 
long-term care critical. Even at the present time, we are not coming close to ade- 
quately meeting the long-term care needs of our older population (65-plua) which 
totals 26 million and comprises 11.4 percent of the population. Unless action is 
taken in the near term to address this unmet need, the problem may overwhelm us 
in the not so distant future; in 2030, 59 million Americans will be 65 r« older, repre- 
senting 18 percent of the population. 

There is an urgent need to develop long-term care financing mechanisms. Atten- 
tion is also needed on developing and providing the entire range of care and serv- 
ices. These long-care needs demand the participation and contribution of numerous 
sectors in this society, public and private alike. 

AAHA strongly believes that the concept of long-term care insurance holds signif- 
icant promise as one means for easing what is currently the catastrophic expense of 
the elderly— long-term care costs for chronic and cus todial care service needs. 

However, AAHA believes just as strongly that long-term care insurance is not, 
and will never be, the panacea for this critical problem of financing long-term care. 
Therefore, before addressing the "case for insurance," the Association must empha- 
size its belief that long-term care insurance should not be considered a substitute for 
coverage provided under public programs, particularly Medicaid and Medicare. At- 
tention to the insurance approach must not divert needed attention from efforts id 
protect existing programs and to seek improvements in long-term care coverage 
under these and even new programs. 

In this context, then AAHA is keenly interested and involved in the development 
of a multiplicity of long-term care insurance options and innovations. 

One approach, of course, is the traditional individual or group insurance policy 
which would cover specified long-term care services. The well-known Medicare sup- 
plemental (medi-gap) insurance policy model reflects this approach. AAHA is sup- 
portive of efforts to develop this type of insurance, provided that such an offering 
actually represents an option for securing protection against the costs of long-term 
care— usually the result of chronic and custodial conditions, not acute or subacute 
episodes of illness. 

It is understandable that insurers want to move cautiously into this relatively 
new insurance market, as experience and data tend to be insufficient to determine 
risk However, we would urge that this cautious approach not result in a long-term 
care insurance policy of st'ch a restrictive nature— such as one employing excessive 
utilization controls—as to render it meaningless. Therefore, AAHA recognizes that 
some industry "safeguards" against high risk probably will need to be included, 
such as an elimination period and a finite coverage period. However, we would en- 
courage insurers, at a minimum, to refrain from including the most acut>care ori- 
ented control mechanisms such as the 3-day prior hos realization requirement. 

In addition. AAHA urges that the necessary step*, h_ch as adequate consumer 
education, be token in order to create a clear understanding and broad market ac- 
ceptance of the offerings. Without laying this groundwork, the cost of marketing in- 
cluding commission structures could threaten the viability of the policy. 

Because progress in the development of long-term care insurance U needed "yes- 
terday/ 1 and because public and private coverage of long-term care services are in- 
tricately connected. AAHA is convinced that the Federal Government has a role to 
play in the development of this initiative. At the very least, the Federal Govern 
merit muld take the lead in desperately needed data collection relative to utilization 
and cost of long-term care services. In addition, the government should actively par 
tieipate in consumer education efforts. Educat^n regarding benefits covered and not 
covered by such programs as Medicare and Medicaid would help older persons make 
informed decisions about their health and long-term care coverage needs. 

Similarly, the State as the traditional regulator of insurance has an important 
role to play in establishing and maintaining consumer protections in the sale of 
long term care insurance. At the same time, however, this State regulatory mecha* 
nisrn needs to be sensitive to the changing insurance needs of the aging population 
and retain flexibility in setting standards for this relatively new type or coverage. 

The long-term care insurance concept also is strongly evident in a variety of serv« 
ice delivery insurance combination settings; the health maintenance organization 
i HMO) model is illustrative of this. 
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AAHA has been very supportive of efforts to expand the HMO model to include 
coverage of long-term care services. Known as the social/HMO, the Association is 

B leased that Congress was instrumental in effecting implementation of the "8/ 
IMO M demonstration project— an exemplary public-private partnership in long- 
term care innovation. The data and experience derived from this demonstration 
project undoubtedly will contribute greatly to the policy, program, and financing 
formulation for long-term care. The life care/continuing care setting also offers a 
specialized opportunity to address the long-term care needs of the elderly. 

While these service delivery/insurance models currently are <*ble to serve only a 
limited number of people, AAHA is convinced that this approach holds special 
promise for the future of providing and insuring long-term car. The Association is 
currently focusing in this sphere in its efforts to find ways to make these options 
more widely available. AAHA looks forward to sharing its findings with the Com- 
mittee as progress is made on this most pressing issue. 

Again, as one important means for improving the financing and provision of long- 
term care to our Nation's elderly, AAHA is committed to the development of long- 
term care insurance options. The Association stands ready to work with the Senate 
committee and the Congress in the pursuit of this mutual goal, as well as improve- 
ments in existing programs of impor'ance to the elderly. 



Sincerely, 



Sheupon L. Goldberg. 
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